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Warrant of Appointment 



W HEREAS it has been resolved by both Houses of Parliament that it is 
expedient that a Tribunal be established for inquiring into a definite matter 
of urgent public importance, that is to say, whether there is any justification 
for allegations that information about the raising of Bank Rate was improperly disclosed 
to any person, and whether if there was any such disclosure any use was made of such 
information for the purpose of private gain: 

NOW I, the Right Honourable Richard Austen Butler, one of Her Majesty’s 
Principal Secretaries of State, do hereby appoint the Right Honourable Sir Hubert 
Lister Parker, a Lord Justice of Appeal, Edward Milner Holland, Esquire, C.B.E., 
Q.C., and Geoffrey de Paiva Veale, Esquire, Q.C., to be a Tribunal for the purposes of 
the said Inquiry: 

AND I FURTHER APPOINT Sir Hubert Lister Parker to be Chairman of the 
said Tribunal. 

IN VIRTUE of Section I of the Tribunals of Inquiry (Evidence) Act, 1921, I hereby 
declare that that Act shall apply to the Tribunal and that the said Tribunal is constituted 
as a Tribunal within the meaning of the said Section of the said Act. 

R. A. Butler, 

One of Her Majesty's Principal 
Secretaries of State. 

Whitehall, 

14 th November, 1957. 
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Chairman : Yes, Mr. Attorney. 

The Attorney-General'. I do not know whether there 
are any further applications for representation. If there 
are not, the position, as I understand it, is as follows: 

I appear here with my learned friends Mr. Rodger Winn 
and Mr. Donaldson for the Crown. My learned friends, 
Mr. Geoffrey Cross and Mr. Parker appear for the Bank 
of England. My learned friends Mr. MacKenna and Mr. 
Divine appear for Messrs. Lazard Brothers & Co. and 
Lord Kindersley. My learned fnends Mr. Geoffrey 
Lawrence and Mr. Fisher appear for Matheson_& Co. 
and Mr. Keswick. My learned friends Mr Eustace 
Roskill and Mr. Wheeler appear for ,the Whitehall Trust, 
Ltd My learned friends Mr. Charles Russell and Mr. 
Milrno appear for Mr. Poole. My learned friends Mr. 
Neil Lawson and Mr. Leonard appear for Mr. Fraser, 
Mr. Dear and Mr. Simms. My learned friends Mr. Roche 



and Mr. Bristow appear for Mr. Bareau. My learned 
friend Mr. Neville Faulks appears for Mr. Whitmore and 
Mr. McLachlan. My learned friend Mr. Richard Vick 
appears for Miss Chataway. As far as I am aware, that is 
the complete list of those appearing before the Tribunal. 



Chairman : We granted an application this morning to 
Mr. Hutchings, Solicitor, to represent Mr. Fry of the 
Manchester Guardian. 



The Attorney-General'. May I begin by repeating that 
I conceive it to be my duty and that of my learned 
friends appearing with me on behalf of the Crown, to 
give all possible assistance to the Tribunal in the per- 
formance of its task. We are not here to attack anybody, 
and we are not here to defend or to protect anyone. 
Our sole object is to help in eliciting the truth. We shall 
upt hesitate to press and to probe by cross-examination 
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Attorney General’s Opening Speech 



2nd December 1957 



in order to secure that all relevant facts and information 
are placed before you. 

Many people have been interviewed by the Treasury 
Solicitor and his assistants since the Tribunal was 
appointed. A large number of statements have been 
taken. A great deal of ground has had to be investigated. 

It is right that I should inform the Tribunal now that 
the investigation of certain matters is not yet completed. 

I do not propose to say anything about those matters 
today. I could now only present an incomplete picture 
with regard to them. But when the investigation of them 
is completed I shall ask the Tribunal to give me an 
opportunity of referring to them. I can assure the 
Tribunal (though I do not suppose any such assurance is 
really necessary) that the Treasury Solicitor and his 
assistants have done everything possible to complete the 
investigation by today. It just has not been possible in 
the time available since the Tribunal met on the 21st 
November, and I indicated then that it might not be 
possible, to cover all the ground by today, but I am m 
a position to outline a good deal of the evidence we 
shall call before you. 

Before doing so, may I say a few words about your 
terms of reference. They contain, in my submission, two 
main questions: first, whether there is any justification 
for allegations that information about the Bank rate was 
improperly disclosed to any person ; and, secondly, 
whether if there was any such disclosure, any use was 
made of such information for the purpose of private 
gain. Now, I am not asking the Tribunal to give a 
narrow interpretation to the phrase “ information about 
the Bank rate”, and I am sure that the Tribunal will not 
do so. Such information could be given in a variety 
of ways : a hint might suffice ; it could be given without 
any specific reference to the Bank rate. Your terms of 
reference are, in my submission, wide enough to enable, 
indeed to require, you to consider whether in any way, 
by any methods, such information was improperly 
disclosed. „ , 

The same day as that on which the Bank rate was 
raised by the Bank of England, the Chancellor of the 
Exchequer, as you know, announced other measures to 
fortify the £. You will hear that a number of people 
were informed in advance of those steps, but that they 
were not told anything at all about the Bank rate. I 
shall tell you in due course who those people were. It is 
sufficient now for me to say that, in my submission, you 
will have to consider whether improper disclosure of 
those other matters could have led any person reasonably 
to suppose that the Bank rate would be raised. 

I want also to say this about the words for the pur- 
pose of private gain”. That does not mean, in my 
submission, just use of such information to secure a profit ; 
it includes use of it to avoid a loss which might follow 
on the raising of the Bank rate. 

On Thursday, 19th September, the Bank of England, 
at 11 45 a.m., announced that the Bank rate would be 
raised to 7 per cent. The next day The Times in its 
City columns published this — it is at page 12 of the bundle 
of Press cuttings which has been supplied to the Tribunal. 
The article was headed: “War Loan at New All-Time 
Low”, and the second paragraph of that article com- 
menced with these sentences : “ ‘ Inspired ’ ’’—and that was 
in inverted commas— “ selling begun overnight and con- 
tinued in the early dealings, persuaded dealers in the 
Funds that an increase in Bank rate was indeed possible . 
What exactly is the significance to be attached to the 
words “ ‘ inspired ’ selling ” with the word “ inspired in 
inverted commas? Surely they meant, and could only 
be understood to mean, selling with knowledge of what 
was going to happen. The Times, in my submission, was 
saying that it was inspired selling, 'that is to say, selling 
with knowledge that the Bank rate was going to be 
raised, which persuaded the dealers that a rise in the Bank 
rate was possible. . , 

Now, one would not expect such a statement of alleged 
fact to’ be lightly made by a paper such as the Times, 
and enquiry has naturally been made to try and find out 
what were the grounds on which that statement was based. 
The inference from that statement published immediately 
after the announcement of the rise clearly was, in my 
submission, that there had been an improper disctosure 
of information. I shall call before you Sir William Haley, 
the Editor of The Times, to deal with this and other 
matters It is right that I should inform you that he has 
stated that the use of the expression “ ‘ inspired ’ selling ” 
was not meant to imply that what selling there had been 
had been done because of knowledge ; that they just did 
not know whether the selling was due to intelligent anti- 



cipation, to guess-work, to knowledge or to good fortune. 

If that be the case, then it follows that The Times cannot 
give any information which will help to trace an improper 
disclosure. 

The same day the Financial Times, in an article under 
the name of Lex, published this — the article is at page 6 
of the bundle of Press cuttings : “ Stock Markets yesterday 
were 7 per cent. Bank rate and little else. In spite of 
an early whisper and some late offering of short-dated 
Funds on Wednesday, the surprise element was almost 
complete ”. “ Whisper ” normally implies some communi- 
cation from one person to another, a passing on of 
information. The writer of that article, a Mr. Wmspear, 
has been seen, and he has said that what he had in mind 
when he used the word “whisper” was an article in 
the Daily Telegraph of the 19th September, to which I 
shall refer later, and warnings of an important Govern- 
ment announcement which appeared in the Financial 
Times and the Daily Telegraph. 

In a later article, which appeared on 'the 26th September, 
he, too, wrote of “ inspired selling ”, but he says that he 
was using those words as a quotation from reports in 
other newspapers. He says too that he would not use the 
expression “ inspired selling ” unless he had very substan- 
tial evidence that the dealings he was referring to had 
really resulted from special knowledge possessed by the 
seller. , _ 

Now on the 20th September, the Manchester Guardian 
published this (at page 7): “The increase of the Bank 
rate by two whole points, was a complete surprise to all 
but one or two people who seemed to have got wind that 
something was afoot.” And a little later in the article: 
“Unfortunately, the Bank rate change seemed to have 
been partly discounted ; there were considerable sales 
before the announcement was made. There is talk of an 
enquiry into the matter.” 

Mr. Fry, the financial editor of the Manchester 
Guardian, has been seen, and he has said that this article 
was based on informal conversations with jobbers and 
brokers and discount houses, and that when he mentioned 
“ one or two people seemed to have got wind that some- 
thing was afoot,” he had no particular people in mind 
and no names in particular had been mentioned to him, 
but that he was expressing a view which, he says, was 
fairly generally held by those with whom he and his 
assistants talked. 

Now it would not, in my submission, be putting it too 
high to say that these passages that I have quoted from 
these newspapers which are universally regarded as respon- 
sible, could be understood to mean that there had been a 
leakage of information. It is right, therefore, that the 
Tribunal should hear Sir William Haley, Mr. Winspear, 
and Mr. Fry, in order to satisfy themselves that these 
papers either had no reliable information justifying allega- 
tions of leakage of information about the Bank rate ; or 
if they had any such information what it was, in which 
case further inquiry of their informants may be desirable 
in order to trace the source of an improper disclosure, 
if there was one. 

Now, the Daily Telegraph, the same day, the 20th 
September, was a little more specific. It published the 
following — page 8 of the bundle — “ There was strong criti- 
cism in the city among gilt-edged dealers and in the dis- 
count market of some leakage of information of the forth- 
coming Government measures the day before. In both 
quarters, heavy selling of gilt-edged stocks was reported 
late on Wednesday.” 

The Daily Express too, published under the heading 
“ The query ” which is repeated in a further publication 
which is set out at page 70 of the bundle of press cuttings : 
“ Top city stockbrokers were asking last night : ‘ Was there 
a premature leak of the Bank rate news? ’ for they report 
that there was some ‘ inspired selling ’ of gilt-edged stock 
late on Wednesday night.” 

So here you had a substantial section of the Press making 
serious imputations, of a character which one would not 
expect to be lightly made, of a leakage of information. 
References to “ inspired selling ”, to “ a whisper ” to “ one 
•or two people having got wind of it” could, in my sub- 
mission, only mean that some people knew that the Bank 
rate would be raised the next day and made use of their 
knowledge for their private gain. 

The next day, Saturday, 21st September, the News 
Chronicle prominently featured an article written by Mr. 
Paul Bareau which contained the following passage under 
the sub-heading “ People who knew.” The article is page 
11 of the .bundle of Press cuttings. Under the sub- 
heading appears this: “Stock Exchange Jobbers severely 
hit by the fall in prices of gilt-edge securities complained 
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that heavy sales of Government securities were made late 
on Wednesday and on Thursday morning by people who 
evidently knew that the Bank rate was to be raised.” 
Then in italics: “They suggest a National Newspaper 
leaked confidential information given to journalists on 
Wednesday evening.” Then in ordinary type: “They 
have considered asking for a Committee of Inquiry. But 
nobody can prove whether the sales were the result of a 
leakage of this kind or of intelligent anticipation. So 
the Stock Exchange Council has decided against any 
inquiry.” Now this article contains, as you see, the first 
specific allegation of a source of a leak, namely, a 
journalist on a national newspaper. I shall call Mr. 
Bareau before you, so that he will have an opportunity 
of justifying, if he so desires, the allegation that he has 
made and also an opportunity of telling you why, and 
on what grounds he made it. He has said that the paper 
to which he was referring was the Daily Telegraph which 
on the 19th September published an article headed “New 
Government Measures in the City ” under the name of 
Mr. Francis Whitmore, whom I shall also call before 
you. That article is on page 4 of the bundle of press- 
cuttings. It contained the following passage: “There 
were indications too in the City yesterday that the pros- 
pect of policy announcements nearer home is not being 
left out of account. Although on the evidence of the 
latest figures, the banks can claim to be carrying through 
with great efficiency their onerous task of maintaining the 
credit squeeze, fresh moves by the Treasury in this field 
are being forecast. The possibility cannot be ruled out 
that the Chancellor may now see fit to impose a ceiling 
on the level of bank advances, and seek to enforce it 
without regard to the liquidity ratios of individual banks. 
Such a move might have the effect of inducing banks 
to enlarge their investments in the gilt-edged market. 
Whether such a tightening of the credit squeeze will be 
flanked by other measures aimed at strengthening the 
position of sterling, remains to be seen. If it is the 
Chancellor’s intention to make general policy changes 
before next week's I.M.F. Meeting, they could obviously 
include a tightening up of hire purchase restrictions, curbs 
on buildings and even a higher Bank rate.” 

Mr. Whitmore will tell you how he came to write this 
article, and he will say — he has said — that he based it 
on information gleaned by him in the City, and not 
from any official forces. 

Now, if I may come back for a moment to Mr. Bureau’s 
article, to which I have already referred, the article which 
is on page 11, it is right that I should at this stage tell 
you that the Stock Exchange Council did not, so the 
Chairman will tell you, receive any request for an inquiry 
and so did not decide against an inquiry, the matter not 
having been referred to them. As I have said, I shall 
call Mr. Bareau and Mr. Whitmore before you, also repre- 
sentatives of The Times, the Financial Times, the Man- 
chester Guardian, the Daily Telegraph and the Daily 
Express so that they may tell you on what they based 
their allegations, and so that we can see to what extent 
there was to their knowledge any sound foundation for 
allegations of a leakage. 

Now the next day, Sunday 22nd September, Reynolds 
Newspaper published (page 14) an article under the head- 
ing “ Bank Rate Leak. New Evidence.” It contained this 
paragraph: “A London Stockbroking firm has com- 
plained to the Stock Exchange Council that somebody 
who knew of the proposed Bank rate increase began sell- 
ing gilt-edged securities on Wednesday after the Exchange 
closed. This was eighteen hours before the Chancellor’s 
announcement.” Then there is a sub-heading in. inverted 
commas “ ‘ Inspired ’ ”. It says then : “ On Friday, the 
City editor of The Times described the deals as ‘ inspired 
selling’. Yesterday irate stock jobbers alleged that the 
leak came from a newspaper man who had been told in 
confidence that the Bank rate was to be raised. Last night 
came information that the Cabinet’s decision was known 
to more than one Ministry Official, not of the top rank, 
twenty-four hours before the announcement. Many White- 
hall officials are shocked that anybody should be given 
advance information.” 

You will hear, as I have said, from the Chairman of the 
Stock Exchange that it was not true to say that there 
had been a complaint to the Stock Exchange Council. The 
statement about the irate stock jobbers — that is the para- 
graph alleging “Irate stock jobbers alleged that the leak 
came from a newspaper man who had been told in con- 
fidence that the Bank rate would be raised” — Mr. Wright, 
the author of this article, says was a repetition of part 
of the article which appeared the day before in the News 
Chronicle. Of course, you will have noted that the News 



Chronicle merely suggested that a journalist had leaked 
confidential information. This article in Reynolds asserts 
the fact that the leak came from a newspaper man who 
had been told in confidence that the Bank rate was to be 
raised. 

You will hear that, in fact, no journalist had been told 
that the Bank rate was going to be raised. It is right that 
I should say now that the most careful investigations that 
have been made, do not reveal that any journalist was told 
in confidence that the Bank rate was to be changed. The 
evidence obtained is all to the effect that no such informa- 
tion was given to any journalist. 

I want to say a word, if I might, about the last para- 
graph beginning “ Last night came information that the 
Cabinet’s decision was known to more than one Ministry 
Official, not of the top rank, twenty-four hours before the 
announcement.” This specific allegation has, of course, 
been thoroughly investigated and I shall call before you a 
Mr. jack McIntosh, an established Civil Servant, who was 
on the 20th September, Principal Information Officer and 
Chief Press Officer in the Ministry of Labour and National 
Service. That morning, the morning of the 20th, he was 
on the platform at Watford Station waiting for his train to 
London when he met another civil servant, a Mr. 
Goodman, who works in the Ministry of Housing and 
Local Government. They had some conversation about 
the Bank rate and the other measures which, of course, 
appeared in that morning’s newspapers, and Mr. Goodman 
asked Mr. McIntosh how he was getting on in his new 
department. Mr. McIntosh had only just gone there, 
and Mr. McIntosh told him that it was a good department 
to work for. that they were not kept in the dark and he 
gave as an instance, that they had had some advance 
warning of the financial measures. He says he may have 
described them as “ this Bank rate business.” Mr. 
Goodman, you will hear, reacted very strongly, and he 
said he thought it very wrong that Mr. McIntosh should 
have had this information. 

They then noticed that a Mr. Loftus was standing close 
to them. They knew him to be a reporter for Reynolds 
newspaper, and their conversation ceased. Mr. Loftus has 
been seen, and he says he overheard the conversation. 
He says he overheard Mr. McIntosh say “ We were told 
in the Press office about the Bank rate on Wednesday 
afternoon ” and that Mr. Goodman said “ I think it is a 
scandal.” You will hear that this overheard conversation 
by Mr. Loftus was the basis for that paragraph in 
Reynolds of the 22nd September, which begins “Last 
night came information ” etc. 

Mr. McIntosh will tell you that, in fact, he had no 
information of any kind relating to the rise of the Bank 
rale before it was announced, and the only information 
that he had before that announcement was made, was 
that an important statement was going to come from the 
Treasury on the 19th. Pie did not know and was not 
told before that statement was made, what it contained. 

Now statements as to a change of the Bank rate, of 
course, come from the Bank of England and not from the 
Treasury, nor from the Chancellor of the Exchequer. Why 
Mr. McIntosh should ever have claimed any advance 
knowledge relating to the Bank rate in his conversation 
with Mr. Goodman when, in fact, he says he had none, 
I do not know. But people are not unknown sometimes 
to claim to have foreknowledge of events when, in fact, 
they have not had it, and to have claimed to know more 
than they in fact knew. 

The next thing that happened was that Mr. Harold 
Wilson wrote to the Financial Secretary on the 24th 
September, referring to the statements that had appeared 
in The Times, the Manchester Guardian and the News 
Chronicle, the statements to which I have referred to the 
Tribunal already, and Mr. Wilson asserted that it was the 
duty of the Government to order an Inquiry into the 
allegations that advance information was given to the Press 
on the Wednesday evening. The words he used were 
“Advance information was given to the Press on 
Wednesday evening ’’—that is a quotation from his letter. 
It was, in my submission, obviously a reference to the 
allegation in the News Chronicle of the 21st September, 
that a national newspaper leaked confidential information 
given to journalists on the Wednesday evening. 

That letter was received by Mr. Enoch Powell, the 
Financial Secretary, on the 25th and answered on the 26th. 
I think I should draw the attention of the Tribunal to 
the terms of the reply which are exhibited in Annexe 3 to 
the paper numbered H 1 which you have. It reads as 
follows : “ Dear Wilson, Thank you for your letter of the 
24th September, which I received yesterday morning 
referring to the Press reports which have suggested that 
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information of the intention to increase Bank rate on the 
19th September, leaked out and resulted in certain opera- 
tions on the gilt-edged market on the 18 /19th September. 
The careful investigation which has been made discloses 
no evidence, either in the operations on the gilt-eagea 
market or elsewhere, to suggest that there was any leakage 
of the intention to increase the Bank rate. No information 
of this intention was given to the Press. I am mtormeo 
that neither the Chairman of the Stock Exchange nor the 
Stock Exchange Council have had any representations 
from their members suggesting irregularities. In these 
circumstances, the Government see no ground tor an 
inquiry. As your letter was given to the Press, I am sure 
you will have no objection if I do the same.” As is clear 
from that letter, enquiries had been made of the Chairman 
of the Stock Exchange. They had also been made of the 
Governor of the Bank of England. They have stated, and 
you will hear it from them, that it was then view_ then that 
there was no evidence, either in the operations of the Gilt- 
edged market or elsewhere, to suggest that there was a leak- 
age On the 27th September the Governor of the Bank of 
England wrote a letter to the Prime Minister, which you 
will see, stating that he was supported in his opinion that 
there was no evidence of leakage about the intention to 
increase the Bank rate by the Court of the Bank, by the 
Chairman of the Stock Exchange, by the Government 
Broker, by the Chairman of the Committee of the London 
Clearing Bankers and the Chairman of the Discount 
Market Association. That, he said, covered the respon- 
sible people in all the markets most closely connected with 
the matter. He added that he had no doubt that his 
opinion was correct. As I have said, the Stock Exchange 
Council had had no representations suggesting irregulari- 
ties from their members. I shall be calling a number of 
witnesses from the Treasury who will tell you that no in- 
formation was given to the Press on the Wednesday even- 
ing about the raising of the Bank rate. You will hear 
precisely what advance information was given, and that it 
related solely to the measures that the Chancellor of the 
Exchequer was going to announce himself. 

On the 26th September there were reports in thenews- 
papers of a circular sent out by a firm of jobbers to their 
clients on the 24th September. It is the annex to B 4 of 
the papers before the Tribunal, and is in the following 
terms: “ Wedd & Owen ”, then there are given the names 
of the partners, and the content of it is as follows : In 

order to assist our broker friends in completing their 
clients’ business, we have for many years past been pre- 
pared to continue to deal after the close of the House. 
This facility has occasionally been abused, but never to the 
extent that it was on the night of Wednesday, 18th Sep- 
tember last. We should like to say that the abuse was 
obviously the responsibility of clients and would absolve 
our friends from any blame. Nevertheless we are forced 
reerettablv to the conclusion that we shall have to confine 
our operations after 3.30 p.m. to small routine business. 
The firm in question had a change m partnership, and a 
Mr. Spooner is now the only partner in that firm I shall 
call him before you to tell you exactly why that notice 
was sent out and why he used the word abused . 

Following upon the publication of that in the Press, Mr. 
Harold Wilson returned to the charge. By a letter dated 
4th October he again pressed for an inquiry. In this letter 
he stated that prima facie evidence had been brought to 
his attention suggesting that the leak emanated from a 
political source, and saying that he was prepared to 
arrange that that evidence be made available to any 
tribunal the Prime Minister might appoint. He was then 
asked bv the Prime Minister if he was willing to make that 
evidence available, in which case it would be referred to 
the Lord Chancellor. On the 9th October Mr. Wilson 
wrote a letter to the Lord Chancellor and attached to it 
a memorandum setting out the evidence That memoran- 
dum is attached to Annex 7 of H 1, and I would like, if J 
may to read it and refer to it paragraph by paragraph. It 
is headed : “ Memorandum. Prima facie evidence suggest- 
ing a premature disclosure of the Government s intention 
£ increase the Bank rate. (1) This is what I referred to 
in mv letter to the Financial Secretary last Friday. A man 
holding an important public position whose integrity, in- 
telligence and sense of responsibility can be vouched for 
bv a number of well known persons, including Lord 
Attlee will state that on the 25th September he was told 
bv 2 employee of the Conservative Central Office that 
they had known ‘ about this Bank rate business, before the 
announcement on 19th September. The employee jocularly 
said that they were expecting the police in any day He 
renorted this to a friend, who informed Mr. Gaitskell. 
Subject to the assurances asked for in my covering letter. 



with whom Mr. Gaitskell and I have been in 

touch, is willing to supplement ^'^^“^"chanceUo! 
evidence and answer any question the Lord Chancellor 

TsS !XlX“' fe Tribunal a Mr. J<ta La« 
Pnmnhrev a Civil Servant who works in the foreign 
Office. He says that on Wedn^ay 25th September 
that is almost a week after the raising of 
after the Press allegations to which I have relerreo ne 
travelled up from Woking on the 9.8 a.m. ham to London 
and met on the platform at Woking his 
a Miss Susan Chataway, a young lady, and that tfiey 
travelled up to London together in the same compart 
ment She told him, so he says, that she had got a ob 
in the Press Department at the Conservative Central 
Office and that she started work there on the 16th Sep- 
tember ^s a learner, sharing , a «ve orhcr girts 

Mr. Pumphrey says that when she told him of her jofi 
he said to her something like: “ Oh, what fun. I suppose 
you get an opportunity of leaking a lot of advance infor- 
mation? ”, to which he says she replied that she was only 
in a very subordinate capacity, and then, according to 
him, she added she would not be a bit surprised if they 
did not have the police round m a day or two. He .says 
that he asked her “ Why? ”, and that she then said Oh 
because of this Bank rate business, and that he then 
said- “ Good God. You did not know of it in advance? , 
and ‘that she replied: “Yes, we knew.” There, he says, 
the conversation ended. He says that he thought the matter 
over for 24 hours and then decided that Mr. Gaitskell 
should be informed, and he took steps to that end. 

Miss Chataway, who has been seen and whom 1 snau 
call before you, gives an account which differs substanti- 
ally. She says that when she told him where she was 
working, bis comment in a joking manner^ was : Wha 

a miserable place to work,” or words to that effect , that 
they got into the same compartment, that she sat in tne 
corner seat and he sat next to her, that they had some 
talk of tennis and various things, and then lie asked her 
what her job was. She told him it was in the Press Office, 
and then she says he said to her something to this effect: 
“How useful for Chris”— that is her brother, a Current 
Affairs commentator with the B.B.C. — “You must be able 
to give him a lot of inside information. Miss Chataway 
says she took this as a joke, and answered in a similar 
vein, saying, “ Oh, yes — the lot.” She says she made a 
few ’other remarks about her job, how she seemed to 
spend a lot of her time sticking up envelopes, and after 
a little further conversation about family matters, she says 
Mr. Pumphrey said he had some work to do, and he 
looked at a newspaper. They parted at Waterloo, and as 
they parted he said he would telephone her about tennis 
at the weekend. She says she has no recollection of 
making any reference to the police or to leaking, or about 
the Bank rate, and that if she did say anything of the 
sort, it must have been in a joking fashion, for she will 
tell you that she did not know, nor has she any reason to 
suppose that anyone else in Central Office knew in advance 
of the intention to raise the Bank rate. 

I shall call before you also a Miss Heslop, who was 
Miss Chataiway’s superior in Central Office. She will tell 
you that they knew nothing at all about the increase of the 
Bank Rate before it was announced. What the Tribunal 
may perhaps think is rather curious is that Mr. Pumphrey 
should inform Mr. Gaitskell of this conversation without 
checking with Miss Chataway, first, that she said it and 
she had made no. mistake about it, and, secondly, that she 
had said it seriously. That is all I think I should say at 
the present time about Paragraph 1 of this Memorandum. 

The second paragraph reads as follows : “ It has also 
been reported to me, admittedly at second-hand, that a 
person who can be vouched for hut who may not be 
willing to come forward, overheard a conversation between 
a Treasury official and a P.R.O. of a Government Depart- 
ment (not the Treasury), during which the latter categori- 
cally stated that he was aware of the forthcoming increase 
in Bank Rate, which called forth a very critical observation 
from the Treasury official, who said he had no right to 
know such a thing. I am still checking the source of this 
allegation, and will, of course, be prepared to place before 
the Lord Chancellor any information I am free to give 

That is not accurate -in its reference to a Treasury official, 
but obviously refers to the incident on the platform at 
Watford Station, the conversation overheard by Mr. Loftus 
and later published in Reynolds. The statements obtained 
show quite clearly that that was the matter to which that 
paragraph referred. 

The Memorandum goes on : “ (3) It is known that the 
Chancellor of the Exchequer saw privately certainly two, 



Printed image digitised by the University of Southampton Library Digitisation Unit 



5 



2nd December 1957 Attorney General’s Opening Speech 



and probably more than two, journalists on a selective 
basis on the afternoon before .the Bank rate was raised. 
While I do 'not suspect the Chancellor of the Exchequer 
of any indiscretion, and have the high regard for the 
journalists in question, .public-and Press-misgivings on this 
matter need to be allayed, especially since one of the 
papers whose representative was seen by the Chancellor 
boasted on the Friday that they had ‘ exclusively fore- 
shadowed ’ the Bank rate increase in their issue of 
Thursday, printed on Wednesday night.” 

With regard to that, it is true that the Chancellor saw 
some representatives of the Press in the afternoon before 
the Bank rate was raised. I will tell you more about 
that later. It is sufficient to say now that I shall call all 
those he saw to give evidence, and they and the Chancellor 
will tell you what happened, and that the Chancellor did 
not discuss raising the Bank rate, nor did he give any 
hint that that was going to happen. The reference in that 
paragraph to the boast that the Bank rate rise had been 
exclusively foreshadowed was a reference to the article 
written by Mr. Whitmore and published on the 19th 
September in the Daily Telegraph, to which I have already 
drawn your attention. Mr. Whitmore had not seen the 
Chancellor on that day. Mr. McLachlan of the Daily 
Telegraph had at 5.30 p.m., but you will hear that he says 
(and so does Mr. Whitmore) that he did not see or have 
any communication with Mr. Whitmore that afternoon or 
evening, and you will hear how that article came to be 
written. 

Paragraph (4) of the Memorandum sent by Mr. Wilson 
reads as follows : “ It is widely understood — and this can 
be checked — that certain individuals at the Liberal Party 
Conference at Southport, including a prominent journalist, 
knew of the Bank rate decision before the announcement.” 
The prominent journalist referred to in that paragraph 
you will probably come ,to the conclusion was Mr. Paul 
Bareau, the author of the article published in the News 
Chronicle on the 21st September, to whioh I have already 
referred. He had seen the Chancellor at the Treasury on 
the Wednesday at 5 p.m., and he has said that he came 
away from the Treasury with the impression that no rise 
in the Bank rate was contemplated, that the Chancellor 
made no mention of it, and that he did not ask the 
Chancellor about it. He went straight off to catch the 
train to Southport to attend the Liberal Party Conference, 
and he says it was only after the Bank of England 
announced the rise that he learnt of it. 

The remainder of that Memorandum sent by Mr. 
Harold Wilson refers to the passages in the Press to which 
I have already drawn your attention. 

To round off this part of the story, I should perhaps 
remind the Tribunal that the Prime Minister wrote a letter 
on the 22nd October to Mr. Gaitskell. Perhaps I should 
read it. It is Annex H of 8.1, and it reads as follows: 
“ Dear Gaitskell, The Lord Chancellor has reported to me 
the results of the enquiries (which involved interviews with 
26 persons) which he has made into the allegation that 
there was some premature disclosure of the decision to 
increase Bank rate on September 19. As you know, Mr. 
Wilson made available to the Lord Chancellor on a con- 
fidential basis a memorandum specifying certain matters 
which had seemed to constitute prima facie evidence that 
such a leakage of information had occurred. The first two 
points concerned reports of conversations which took place 
after the announcement of the increase in Bank rate — 
one between a junior employee, aged 18, of the Con- 
servative Central Office and a Government official and the 
other between two Government officials. These reports 
appeared to suggest that the Conservative Central Office 
employee in the one case, and one of the officials in the 
other, knew beforehand that Bank rate was to be increased. 
After careful enquiry the Lord Chancellor has satisfied 
himself that neither of the persons concerned in these 
incidents had or could have had any advance information 
that Bank rate was to be increased. He has equally satis- 
fied himself that no such information was available either 
to the Conservative Central Office or to the Ministry in 
which the official is employed. Mr. Wilson also referred 
in his memorandum to certain misgivings about the possi- 
bility that information on Bank rate had been given to the 
Press. In particular, he referred to reports that a certain 
journalist had been recalled to London by his headquarters 
at the crucial time. The Lord Chancellor is satisfied that 
these misgivings are groundless, and he found no evidence 
that the recall of the journalist was in any way connected 
with any leakage of information. 

“ The Lord Chancellor has reached the conclusion that 
-there are no grounds for inviting Parliament to set up a 
formal inquiry whether under the Tribunals of Enquiry 
(Evidence) Act, 1921, or otherwise, or for holding any other 



form of enquiry. In view of the Lord Chancellor’s con- 
clusion, I do not propose to proceed further in this matter. 

I have given instructions for this letter to be published 
today, Yours sincerely, Harold Macmillan.” 

There the matter rested for a short time. Then on 
Sunday, 3rd November, the Sunday Express published 
what Sir Leslie Plummer says he regarded as a “ loaded ” 
paragraph and not as mere Sunday newspaper gossip. It 
was in a feature article under the name of Ephraim Hard- 
castle, and this is what it said. Your Lordship will find 
it at page 81a in the bundle of Press cuttings under the 
sub-heading “ Shrewd ”. It says : “ His resignation as 
Chairman of the Tory Party has enabled Mr. Oliver Poole 
to devote more time ,to his business interests. He is one 
of the shrewdest men in the City. Many fortunes have 
been made -through his advice. Lord Cowdray, for 
example, would be one of the first to commend his acumen 
and foresight. Lord Cowdray has him on the boards of 
several of his companies, of which the Whitehall Trust 
is the most important, and it is no secret that it owes 
much of its great prosperity to Mr. Poole.” It was that 
paragraph. Sir Leslie Plummer says, that led him, after 
consulting with Mr. Harold Wilson, to table two questions 
to the Chancellor of the Exchequer for answer on the 
12th November. 

In fact, that article followed an article by Mr. Derek 
Marks, who is, I understand, the Chief Political and 
Diplomatic correspondent of the Daily Express — a paper 
which is, of course, very closely associated with the 
Sunday Express — and I would ask the Tribunal to look at 
that article, which is at page 80 of .(he Press cuttings, and 
in particular at the paragraph under the sub-title in 
heavy type “The Brief”. It reads as follows: “It is 
being alleged in the City and in Westminster that a 
confidential brief prepared in the Treasury was circulated 
outside the Civil Service. The charge is made that at least 
one copy went to high officials of die Tory Central Office 
at Abbey House — and this does not mean the girl clerk 
referred to in the Prime Minister’s official statement 
refusing an inquiry. 

“These questions now arise on the issue of the brief: 
Into whose hands was the document physically passed? To 
whom were the content of the document disclosed? Were 
any of these people in a position to benefit, or connected 
with concerns in a position to benefit, from the informa- 
tion contained in 'the document? For it is alleged that 
though the words * Bank rate ’ were not mentioned, any- 
body knowing its contents, and knowing the day of the 
week, could not fail to appreciate that the Bank rate was 
about to be raised. (The Bank rate is traditionally altered 
on a Thursday) ”. 

Then a little later, above the sub-title “ No Names ” 
there is a paragraph which says : “ The next question is : 
Were these conversations based upon the same document 
as that which it is claimed was passed to the Tory Central 
Office and from which the obvious deduction was that the 
Bank rate was about to be increased ”. 

I shall be calling Mr. Marks ; he has supplied a state- 
ment from which it appears that he knew that on the 18th 
September Mr. Oliver Poole had gone to see the Chancellor 
of the Exchequer. That was not so very difficult, because 
that fact was published in the Daily Mail on the 19th Sep- 
tember. Mr. Marks said that it was because he assumed 
from his knowledge of Press conferences that whoever saw 
Mr. Poole and the other visitors .that day would have a 
brief to speak from, and because he assumed that a copy 
of the brief was given to Mr. Poole, or read over to him, 
that he put the first two questions in this article, namely : 
“ Into whose hands was the document physically passed? 
To whom were the contents of the document disclosed? ” 
The final question, which I read out to the Tribunal: 
“Were any of these people in a position to benefit, or 
connected with concerns in a position to benefit, from the 
information contained in the document? ”, obviously 
alleges that it is an obvious deduction from the document 
passed to the Central Office that the Bank rate was to be 
increased. I shall, of course, be calling before you Mr. 
Poole and the Chancellor of the Exchequer. Mr. Derek 
Marks goes on to say that he did not know, and does 
not know now, whether any document was handed to 
Mr. Poole. 

The two questions tabled by Sir Leslie Plummer did not 
refer to Mr. Poole by name. Sir Leslie, however, referred 
to him by name in a supplementary question, and follow- 
ing upon that this Tribunal was set up. 

I have now indicated to the Tribunal the allegations 
which were made of improper disclosure of information, 
and I have now reminded you of the course of events 
leading up to the appointment of the Tribunal. 
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I shall also call Mr. Merriman, the senior partner in the 
firm of Akroyd & Smithers who are jobbers. He has said 
that in his opinion there was nothing significant in the 
volume of business transacted by his firm after hours on 
that day. His firm bought, that day, gilt-edged to the value 
of £3^ million and sold to the value of £2,650,000. He 
has said that there was nothing out of the ordinary in 
these amounts of which £662,500 represented purchases 
after hours from the same firm of stockbrokers who were 
selling for one client. 

Mr. Wilkins, the senior partner in Wedd, Jefferson & 
Co. who are, I am told, one of the largest jobbers in gilt- 
edge, will also be called before you. He has said that 
the bargains done after 3.30 by his firm were unusually 
small, both in volume and amount, and that the signifi- 
cance to him about the 18th and 19th September is the 
unusually small volume of business transacted on those 
days. 

Mr. McCall, a partner in the firm of jobbers, known as 
Bruce & Hinton, will also be called. He has stated that 
what was unusual, in his view, on the 18th was the sudden 
selling late in the afternoon. His last transaction was to 
buy at about 3.20 p.m. £250,000 4 per cent, conversion 
from a firm of stockbrokers Messrs. Pember & Boyle. 
They told him then that they had further business to do 
and as, if a big seller appeared late in the afternoon it is 
likely to mean that the market the next morning would not 
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be so good, and as his firm had enough stocks on their 
bodes, he says that he decided not to do any further 
business that evening. He will tell you also, that when 
he returned to his office he found a lot of telephone calls 
waiting for him from people wishing to deal in long 
dated stocks. . 

I shall also call Mr. Knox-Wilson, a partner m the farm 
of jobbers called Campion & Pawle. Their firm does not 
do much business after hours, and did none on the 18th. 

So, so far as the jobbers are concerned — those who 
have’ been seen— and efforts have been made to see most 
of them in the time available— there appears to be, as 
one might expect, a difference of opinion and a difference 



ofv„_... 

I shall also call a number of stockbrokers to give 
evidence about the transactions that they effected on the 
18th and 19th, before the change in the Bank rate was 
announced. . , 

That is the outline of the evidence that I shall call before 
you for your consideration. As I indicated at the outset 
of my address, I am not in a position to deal with certain 
matters today, but if your Lordship will permit, when 
those matters have been fully -investigated I should like 
to continue my observations with regard to them. 

Now with the help of my learned friends, I will call 
the evidence before you. The first witness is Sir William 
Haley. 



Sir William Haley, sworn 
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1. Are you Sir William Haley? — Yes. 

2 And you are the Editor of The Times ? — That is so. 

3. Now, Sir William, I want to take you through your 
statement and to ask you first to tell the Tribunal about 
the interview you had with the Chancellor of the 
Exchequer on Wednesday, 18th September. What time 
did the interview take place? — Half past three. 

4. At the Treasury?— At the Treasury. 

5 Now will you tell the Tribunal your recollection of 
what the Chancellor told you?— Well, very briefly, the 
Chancellor said that certain measures were going to be 
taken, and he thought it was very essential that exactly 
why they were being taken should be clear to me before- 
hand and said he stressed his determination that he was 
going to see this matter through. As I remember it, what 
he said was that the Government were going to— I think 
the phrase was— clamp down on the supply of money ; at 
any rate, if people spent their money one way they would 
not get it in another. He referred to cuts in capital invest- 
ment levels, the fact that they were going to be held. He 
said they were going to be held for two years in the public 
sector and, if I remember it, one year in the private 
sector. That interested me because having been Director- 
General of the B.B.C. and having had a good deal ot 
experience of this kind of thing in the past, I asked him 
what was the reason for the discrepancy between the public 
and private sector. He did not go into that in any detail, 
but with that in mind I said that I did not think his policy 
would work unless something were done about interest 
rates. I was not thinking of the Bank rate, I was thinking 
of something more long-term, because of this discrepancy. 
The Chancellor said he could not discuss these things now. 
He then stressed, of course, what we all knew, that he 
was going off to Washington, and to Canada, that he really 
meant business, and that was the end of the interview 
which lasted, I should think, under ten minutes. 

6. Did you gain any impression one way or the other 
as to what was going to happen about Bank rate . —No, 
I did not even, I can say, realise that Wednesday came 
before Thursday. ,« _ , , 

7 But I want to get this clear. You did not, if I heard 
you right, have any impression' after your interview that 
the Bank rate was going to be raised?— No. 

8. After that did you go back to your office?— I went 
back to my office, yes. 

9 Did you have an interview with Mr. Maurice Green, 

your assistant editor? I saw Mr. Maurice Green, who 
was one of the assistant editors, for, I should think, about 
three minutes. I told him very roughly what the Chan- 
cellor had said about holding the investment levels. _ I 
said I could noit, for the life of me, see why it was going 
to be one year in the private sector and two years in the 
public sector ; it did not seem to make sense. I expressed 
the view that if that was all he was going to do, it was 
inadequate. . 

10 When you say that was all he was going to do. 
that was all the Chancellor was going to do?— That was 



all the Chancellor was going to do. If it was, it was 
inadequate. In fact, I think I said he was determined to 
see this thing through, but I said that if that was all he 
is going to do, God help us. 

11. I think you own no stocks and shares and have no 
dealings on the Stock Exchange?— I own no stocks and 
shares at all. 

12. So much for that. I think your attention has 
already been drawn to this, and now I want to ask you 
about the article that appeared in the City Columns of 
The Times on the 20th September. Have you a copy?— 
Yes. 

13. You see the passage “ ‘ inspired in inverted 
commas “selling begun overnight and continued in the 
early dealings, persuaded dealers in the funds that an 
increase in the Bank rate was indeed possible.” Did you 
see that before it was printed? — No. 

14. What did you understand the words “‘inspired’ 
selling ” to mean within that context when you saw them 
in print? — Well, I can say what I did not understand it 
to mean. I did not understand it to mean solely that 
it was selling through knowledge. 

15. May I ask you to go a little further than that. 
What did you think it meant? — I think, if I may say so, 
that you have to look at the circumstances in which it 
was written. It was, of course, written after the rise in the 
Bank rate had been announced. I might perhaps draw 
your attention to the fact that on the 19th, the day before, 
that was on the morning of the Thursday, we had said 
the returns of a few sellers of medium dated funds after 
hours, prompted vague talk of currency or Bank rate 
moves — “ vague .talk ” — and writing on the Thursday 1 
after the Bank rate had been announced, after there had 
been sellers the night before, and after an apparent feeling 
in the City that somebody either had been very lucky, or 
had known something, or had put two-and-two together, 
or had, as the Attorney-General said, because of the 
general state of affairs guessed promptly (the word 
“ inspired ”) was used. 

16. Chairman : But Sir William, we want to follow you. 

You did not write this article?— No, but I know 

17. You did not see it before it was printed?— No. 

18. You cannot very well tell us what it intended to 
convey? — I have seen all the people concerned. 

19. I should like to know who wrote it?— I can tell you 
his name, a man called Mr. Lloyd. 

20. The Attorney-General : I want to ask you one 
other thing about that, because obviously you have gone 
into the matter. So far as you are aware when that article 
was written — this is a point with which the Tribunal are 
concerned— had The Times possession of any facts which 
would warrant the suggestion that selling was by people 
with knowledge that the Bank rate was going to be 
increased? — None at all. 
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21. Chairman: May I ask you one or two questions. 
Of course, in the ordinary way, I suppose, a member of 
the public reading “‘inspired’ selling” with the 
“ inspired ” in inverted commas, would naturally think that 
was selling by somebody who was, to put it colloquially 
“ in the know ”, would he not? — I suppose you can take 
that interpretation. I can only say that that interpretation 
was not meant. 

22. Well, we will see if we can get Mr. Lloyd and see 
what he did mean, but it would be understood by the 
public, would it not, as meaning selling by somebody “ in 
the know ”? — I would have thought that if The Times had 
really believed that there had been selling by somebody 
in the know, it would have dealt with the matter more 
prominently than it did. 

23. It was certainly understood by other newspapers, 
was it not, to mean selling by somebody in the know? — 
I think by that time other newspapers had a lot of other 
information. There had been the stories of the Thursday 
morning, to which the Attorney-General has referred. 
There had been talk in the City of some selling and, I 
think, by that time the word “inspired” was getting a 
meaning. 

24. But your paper’s reference to “‘inspired’ selling” 
was quoted by other newspapers in the weeks that followed 



Tribunal 

as clearly conveying to them selling by somebody in the 
know. That is right, is it not? — That is true. 

25. Then I see that on the 25th September, page 21 in 
our bundle of cuttings, under the heading “Labour Seek 
Inquiry into Bank Leakage ” you say this : “ The point at 
issue is whether these sales of Government securities which 
continued on Thursday morning before the rise in Bank 
rate, were based on knowledge of the Government’s inten- 
tions or whether they were simply the result of intelligent 
anticipation. But it was clear on Wednesday” — that is 
the day before Bank rate was increased — “ that several City 
institutions were well aware that some Government 
announcement was imminent.” You remember that? — 
Yes. 

26. That again, no doubt, is not something which you 
wrote? — No. 

27. And I dare say you did not see it before it was 
printed? — I did not see that before it was printed. 

28. Can you tell me again who was responsible for 
that, who wrote it? — That was written by Mr. Clarke, I 
believe. 

29. And accordingly, you would not know what City 
institutions he was referring to? — No. 



{The Witness withdrew.) 



Mr. Richard Henry Fry, sworn 
Examined by Mr. Winn 



30. Mr. Fry, are you the Financial Editor of the 
Manchester Guardian ? — Yes. 

31. Your own office is, I think, in the City of London? 
— Yes. 

32. Is it a fact that you had a talk with the Chancellor 
of the Exchequer on the morning of the 19th September? 
— Yes. 

33. Was that arranged by a telephone call during the 
afternoon of the 18th? — Yes. 

34. Asking if you would come and see the Chancellor 
the next morning? — Yes. 

35. Do you happen to recall the time at which you 
went? — About a quarter to ten. 

36. And it was, I suppose, at the Treasury? — At No. 11 
Downing Street. 

37. What did he tell you? — As I remember it, the 
Chancellor told me that the Government had decided to 
take very serious measures to stop the run on the pound, 
that the money supply was going to be very sharply 
restricted, that he had asked the banks to maintain the 
volume of advances at the then total, or rather the average 
over a certain period — T do not recall the details — that he 
had asked local authorities, or would ask them and 
nationalised industries to maintain capital expenditure at 
the present year’s level for the next two years, and one or 
two other details about the capital expenditure. Then 
he said that he was going to Washington to the Inter- 
national Monetary Fund where he would represent most 
strongly that the Government had no intention of de- 
valuing the pound or allowing the margins of the rate 
to be flexible, and that, as I remember, was all. 

38. Was there any mention at all of Bank rate, or any 
question of an alternation in the Bank rate? — No. 

39. I suppose later in the day you had an opportunity 
of reading the Press release? — Yes. 

40. In general terms, did that release cover very much 
the same ground and was it to much the same effect as 
your own talks with the Chancellor? — Yes. 

41. I suppose it was apparent to you that the Chancellor 

wished, or was hoping for your support and co-operation? 
—Certainly, yes. , . 

42. In your paper, at page 7 in the exhibits, the 
Manchester Guardian for the 20th September, there was 
an article apparently written by yourself. Is that right? — 
Yes. 

43. Headed “ Bank Rate at 7 Per Cent. A Thunderbolt 
in the City.” It reads: “The City was in a state of 
shock yesterday. The increase in Bank rate by two whole 
points to 7 per cent, was a complete surprise — to all but 
one or two people who seemed to have got wind that 
something was afoot.” Who were they, Mr. Fry? — I have 
no knowledge of any particular one or two people. 

44. I see. So it was not a factual statement by you that 
there were one or two people who seemed to you to have 
got wind that something was about? — No. “ One or 
two ” referred to a number. 



45. Yes, but how many, in your mind, at that time? — 
I had no precise information except that this is the kind 
of information that the City relies on completely, if it 
comes from trustworthy persons. 

46. Yes. In this case, from whom did it come, the 
trustworthy information that you were relying on? — May 
I, Sir, tell you the procedure of that afternoon? 

47. Yes. I am sure the Tribunal will wish you to do 
that. But it might come better if you did it after answer- 
ing the question? — I am sorry. 

48. On this occasion, from what trustworthy people 
came the information that led you to make that statement? 
— The senior partner in Francis & Praed. 

49. The senior partner of the jobbers, Francis & Praed. 

50. Chairman: What is his name? — Mr. Baron. 

51. Mr. Winn: I did not quite catch? — Mr. Wilfred 
Baron. 

52. He is one. He is not a number. Was there anybody 
else trustworthy, on whose information you relied? — 
Yes. There was a partner of brokers who first mentioned 
to an assistant of mine that there was talk of somebody 
having had wind of it and unusual sales — this was on 
Thursday — having taken place after hours on Wednesday. 
He was Mr. Cottrell of Phillips & Drew, and immediately, 
and at his suggestion, I checked with a jobber who would 
be more close to the events, and as a result, Mr. Baron 
of Francis & Pra.ed, the jobbers, told me this. 

53. Let us be certain that I am following you accurately. 
It was as the result of something said to an assistant of 
yours by an assistant of a broker? — A partner. 

54. A partner in a firm of brokers, that you thought it 
desirable to check with Mr. Baron of Francis & Praed to 
see if that rumour could be relied on? — Yes. 

55. Is that right? — Yes. 

56. And you did that in the course of the 19th? — Yes. 

57. Personally? — No, it was again 

58. Whom did you send to see Mr. Baron? — My 
assistant. 

59. His name is Cottrell? — No, Mr. Rudd. 

60. Could you give a first name? — Mr. Anthony Rudd. 

61. And so you got then, Mr. Rudd’s report of what Mr. 
Baron had told you? — Yes. 

62. Did you have any other information that you 
regarded as reliable, before you wrote this article? — Yes. 
I telephoned further two other people in the City whom I 
regard as responsible people, and they said no more than 
they had also heard that this assumption was around on 
the Stock Exchange. 

63. Would it be fair to summarise it this way — do 
correct me if it is not, because this is very important — 
that apart from Mr. Baron’s account of his own experi- 
ences, his firm’s own experiences, in the market the rest 
of the reports you heard were only of general market 
impressions? — Yes. 

64. The one definite specific statement was Mr. Baron’s? 
—Yes. 
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65. Am I right in understanding — before I pass on — that 
that was your state of information and no more when 
you wrote this in your article? — Yes. 

66. Then you said in this same article — and we are 
anxious to have your assistance and the assistance of all 
the Press representatives to trace out and down any sort 
of information — you said somewhere further down : 
“There was little selling. Unfortunately the Bank rate 
change seemed to have been partly discounted. There 
were considerable sales before the announcement was 
made.” Was that based on what Mr. Baron had told you? 

— By that time Mr. Baron’s statement had been repeated 
to me by a number of highly respectable people in the 
City and I based that on the general impression, yes. 

67. And you could not possibly have known then what 
the day’s turnover had been on the 18th? — No. 

68. You have heard the figures referred to by the 
Attorney-General this morning? — Yes. 

69. Not, in fact, at all an abnormal day as far as 
turnover is concerned? — Total turnover, not. 

70. Therefore, that leads me to ask you whether, when 
you wrote “There were considerable sales before the 
announcement was made ”, you were thinking of any 
particular period of time shortly before the announcement 
was made? — I am sorry ; on the afternoon, I was thinking 
of, not shortly before, but of the afternoon after hours 
on the Wednesday. 

71. That is what I wanted to find out from you. You 
were thinking, although you did not happen to say so 
in so many words, of it as though you had said there 
were considerable sales in the afternoon before the 
announcement was made? — Yes. 

72. You would know as Financial Editor, of course, that 
there is normal dealing after 3.30? — Y es. 

73. The mere fact of dealing taking place then, is not 
abnormal? — No. 

74. Was it your information, at the time when you 
wrote this, that in amount the after hours dealing had 
been abnormal? — Not in amount. 

75. In character in some way it had been abnormal? — 
That was conveyed to me. 

76. And shall we find what was conveyed to you if we 
go to Mr. Baron, or have we got to go somewhere else? — 
To the firm of Francis & Praed, yes. 

77. That is already intended, so we can take that in. 
Now you have mentioned talk of an inquiry. It is the 
next sentence: “There is talk of an inquiry into the 
matter.” Had you heard talk of an inquiry? — Yes. 

78. A Stock Exchange inquiry? — A Stock Exchange 
inquiry. 

79. That was on the 19th, was it, that such talk was 
going on? — Yes, the 19th, afternoon. 

80. Was that market talk? — Well, sir, stockbrokers in 
their offices and partners of firms. 

81. Can you answer this question clearly from your 
memory, or does your memory not serve you for the 
purpose? Speaking now of the 20th September, or the 
evening before when you wrote the letter, at that time 
had you heard any suggestion of an intention to com- 
plain to the Council of the Stock Exchange? — I had an 
impression that that was exactly what I was being told. 

82. Had you any impression that such a complaint had 
in fact been made? — No. It would have been too early. 

83. Your impression was this, was it, at the time, that 

Re-examined by 

103. The Attorney-General in opening said that you 
came away from the meeting with the Chancellor on the 
morning of the 19th with the impression that the Bank 
rate would not be changed ; is that so? 

The Attorney-General : If I am going to be quoted, I 
would prefer to be quoted accurately. I said that Mr. 
Fry came away with no impression that the Bank rate 
was going to be changed. 

104. Mr. Hutchings: We will see it on the transcript. 

If that is so, I will not pursue it. Secondly, Mr. Winn, 
in asking you about your article on the 20th September, 
put it to you that you made a factual statement that 
certain people had got wind that something was afoot. 
You do in fact say : “ The increase in Bank rate . . . was 
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you felt from all that you heard, your sources of personal 
conversation and help over the telephone and in meetings, 
that there was a general uneasiness about in the Stock 
Exchange? — Yes. 

84. Concentrating on the dealings of Wednesday after- 
noon? — Yes. 

85. There are two comparatively minor errors of tact 
that I think you would be ready to agree with me in the 
article. I only want to get them out of the way. There 
is no importance attaching to them. For example, you 
did say there is no doubt that someone sold a large 
amount of Government stock late on Wednesday after- 
noon well after the closing of the Stock Exchange. You 
would prefer to modify that a little now, would you not? 
— The word “someone”, I would say, referred again 
rather indefinitely. 

86. You would rather put it that there were some large 
sales? — Yes, I would certainly have preferred to put it 
that way. 

87. You would prefer now not to limit it to the after- 
closing period, would you not? — That, if I may say so, 
was the remarkable fact that large amounts were sold 
after. 

88. But it had begun before? — Yes ; that I would not 
consider unusual. 

89. For clarification, you had said, had you not, that 
the heads of the big banks had gone to see the Chancellor 
on Wednesday? — Yes. 

90. Do you now know that that is not correct ; they 
did not go on Wednesday, the 18lh, but indeed on Wednes- 
day, the 1 1th? — Yes. 

91. I think you had in mind the heads of the clearing 
banks? — Yes. 

92. Chairman : I am not certain that I followed you 
when you said in your article of the 20th : “ There is talk 
of an inquiry into the matter.” Did that come from a 
number of sources? — It came first from a member of a 
firm of stockbrokers, and when 1 asked several other 
people: “Have you heard of this? ”, they confirmed that 
they had also heard talk of it. 

93. Phillips & Drew were the stockbrokers originally? — 
Yes. 

94. Francis & Praed, the jobbers? — Yes. 

95. Who were your other contacts that you consulted? 
— I asked or telephoned to a partner of Rose, Swann & 
Company, who did not know himself, and who said: 
“Hold on, I will ask the dealers.” I do not know who 
he asked, but he came back and said: “Yes, they say the 
talk is all around the market.” 

96. Who was the representative or partner of Rose, 
Swann & Co., that you talked to? — I am sorry, but I 
am afraid I cannot remember to which of the partners 
I spoke on the telephone. 

97. There are two partners, are there? — There are many. 

98. Many? — A number of them. 

99. I thought you said it was one of two you talked 
to? — One of several. 

100. You do not know which? — I did not know this 
question was going to be asked. I could find out. I am 
sure there is absolutely no reason, if they do remember, 
why I should not say so. 

101. Will you find out? — I will. 

102. And let the Treasury Solicitor know the name of 
the partner you spoke to? — Yes. 

Mr. Hutchings 

a complete surprise — to all but one or two people, who 
seemed to have got wind that something was afoot.” By 
using the word “ seemed ”, did you mean to draw a 
factual distinction there? — Yes. I meant to convey that 
this is what I had heard in the City from respectable 
people — but not that I knew. 

105. You have been asked from what sources you got 
your information. You have also told his Lordship that 
you were relying to a certain extent on general market 
impressions. Do you consider it part of your duty as 
Financial Editor of a national newspaper to convey market 
impressions to your readers, provided they are impressions 
you receive from responsible sources? — Yes. 



Cross-examined by Mr. Faulks 



106. I appear, among others, for the City Editor of the 
Daily Telegraph, Mr. Whitmore. Did you on the 26th 
September set out on the front page of the Manchester 
Guardian a long article in which you set out your then 
considered views as to the Stock Exchange inquiry which 
was then under consideration? — Yes. 



107. I will not read it all. When you dealt finally with 
the question of journalists, did you say this : “ One other 
group of people has been vaguely accused of being the 
source of the leakage. Some journalists were aware on 
Wednesday afternoon or evening that a statement of 
Government policy was pending. A few were given, as 
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is usual in such situations, a broad outline of the Govern- 
ment’s motives, and some indication of what the Govern- 
ment was hoping to achieve. Normally this is the most 
effective method known for shutting a journalist’s mouth. 
A careful study of the evidence suggests that it was 
effective in that respect last week. The only speculations 
in print about the possibility of imminent Government 
measures came from one or two journalists who had not 
been told. In any case, neither information nor specula- 
tion in this sector went beyond the general line of policy. 
No evidence suggests that any journalist knew that Bank 
rate was going to be raised. To sum up, many people 
could have found out that ‘ something ’ was going to be 
done. On that basis any intelligent guess was bound to 
include a higher Bank rate in the list of possible measures.” 
Was that your view at that time? — Yes. 

108. And in referring to the journalists in question, did 
you have Mr. Whitmore in mind? — At one point, yes. 

Chairmatv. Mr. Hutchings, you are entitled to re- 
examine on that df there is anything. 



11 

Mr. Hutchings: There is nothing more, thank you, my 
Lord. 

109. Mr. Vcalc: When you wrote your article on the 
20th September, 1 understood you to tell Mr. Winn that 
you had a general market impression, with the exception 
of what you had heard from Mr. Baron ; is that right?—; 
My assistant heard it from Mr. Baron. 

110. What you had heard from Mr. Baron had been 
heard by your assistant? — Yes. 

111. Did your assistant report back to you? — Yes. 

112. Did you get a verbal or written message?— He 
came back to the office, and thereupon I telephoned to a 
number of other people. 

113. I want to know the message you got from Mr. 
Baron? — It was a verbal message. 

114. What was it? — I am sorry. That there had been 
unusual sales, that they had been hard pressed after hours 
on the Wednesday, and therefore someone seemed to know 
something — seemed to have known something. 

115. Did he mention who? — No. 



Mr. Richard Henry Fry 



{The Witness withdrew .) 
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116. Is your name Paul Louis Bareau? — Yes. 

117. Are you the Deputy City Editor of the News 
Chronicle ? — I am. 

118. On Wednesday, 18th September, did you go to the 
Treasury to see the Chancellor of the Exchequer? — I did. 

119. Did you tell anyone else you were going there? — 
No one. 

120. What, shortly, did the Chancellor say to you? — 
The Chancellor opened the discussion by referring back 
to the conversation that a number of journalists had had 
with him some weeks previously, in which we discussed 
the problem of inflation, on which a certain debate had 
taken place as to which were the best measures. He then 
said that a debate on this kind of subject had become 
academic because, owing to the pressure on sterling, 
immediate measures had to be taken and he had decided 
to take immediate measures. He then described to me 
the agreement with the bankers that they should maintain 
their advances at a certain level. He outlined the cuts 
which were going to be made in the capital programmes 
of the nationalised industries, the public sector of the 
economy, and he felt that measures of that kind were 
called for given the gravity of the situation ; that we 
could not go on drifting. He told me that he would be 
leaving for Washington the next day, but he would 
announce once again the determination of the Govern- 
ment to hold the parity of sterling to 2-80 and that the 
measures he would be announcing the next day would be 
such as to ensure the success of that project. 

121. In the course of your discussion with the Chan- 
cellor was there any mention of the Bank rate? — Not with 
the Chancellor. 

122. That is what I was asking you about. Did you ask 
the Chancellor any question about the Bank rate? — Not 
the Chancellor. 

123. When you left his room, did you see Mr. Leslie? — 
Yes, M,r. Leslie accompanied me from his room to the 
exit of the Treasury. 

124. Tell us who Mr. Leslie is in your own words? — 
Mr. Leslie is the head of the Information Division of the 
Treasury, and is the person who gave the telephonic com- 
munication telling me to come and see the Chancellor. 

125. When you left the Chancellor, did you speak to 
Mr. Leslie? — Yes, I have a recollection. 

126. What did you say to him? 1 — On the way back I 
thought that, this was Wednesday before Thursday, that 
Bank rate had been very much in our minds when we 
discussed this problem with the Chancellor some weeks 
previously, and I asked Mr. Leslie would it not be justifi- 
able to put up Bank rate in the present circumstances. 

127. What did he say? — He very successfully threw me 
off the scent. He answered with a question. He said: 

“ Given all these other measures we are taking, do you 
really think there is the slightest justification or the 
slightest significance in Bank rate?” and, I must say, I 
was thrown off the scent. 

128. When you left the Treasury, was your impression 
that the Bank rate was going to be raised or that it was 
not going to be raised? — I gave it no further thought. It 
had been dismissed from my mind. 

129. Dismissed as a possibility because it was out? — It 
was out. 

130. Not going to happen? — Not going to happen. 



Attorney-General 

131. At about what lime did you leave the Treasury? — 
I saw the Chancellor at 5 o’clock. It must have been at 
about twenty past five when I left the Treasury. 

132. At -that time did you know anything about any 
selling of gilt-edged securities on the Stock Exchange that 
afternoon? — No, I had no knowledge of it. 

133. If there had been foreknowledge of the measures 
disclosed to you by the Chancellor, what effect would you 
have expected that to have had on the gilt-edged market 
that afternoon? — On the assumption that there had been 
no increase in Bank rate, I would say the information 
given me by the Chancellor would, have led to an improve- 
ment and not to a fall in the value of gilt-edged. 

1 34. One further fact : you received no document front 
the Ohanccllor at the Treasury, did you? — None. 

135. After you left the Treasury did you go to Euston 
to catch the 6.30 p.m. train to Southport? — I did. j 

136. In order to attend the Liberal Party Conference? 
—I did. 

137. Before you left, did you telephone to your Editor, 
Mr. Curtis?; — Yes, because I would be away and because 
the City Editor was away on holiday, Mr. Leslie gave me 
special information to tell my editor that an important 
statement would be coming from the Chancellor the rexi 
day, and that the Chancellor would be seeing the lobby 
correspondents, and I did so by telephone from Euston 
Station. I told my editor that an important statement 
would be coming tomorrow and that I would be available 
on the telephone from Southport in order to help with 
the story. 

138. When you arrived at Southport, did you see the 
News Chronicle lobby correspondent, Mr. Trethowan?— 
Yes. He was waiting for me in the hotel. 

139. Did you tell him that his return to London was 
necessary? — Yes. When my editor received my message 
he had instructions sent to Mr. Trethowan to come back 
to London, and I told Mr. Trethowan that his return 
would certainly be justified. 

140. Did you give him any indication as to the measures 
that were coming out?— Very vaguely. I told him that hi? 
statement would be a statement dealing with cuts ip 
Government expenditure. 

141. At about what time did this conversation with 
Mr. Trethowan take place? — At a quarter to twelve, just 
before midnight. 

142. So that could have had no effect on dealings of 
any kind except possibly on Thursday morning?— It could 
not. 

143. On Thursday morning, 19th September, did yob 
attend the meeting of the Liberal Party Conference?— 
I did. 

144. Did you move a resolution on the need to stop 

inflation in Government expenditure? — I did. ; 

145. At what time did you begin your speech? — I thinR 
that speech was begun a little before 1 1 o’clock. 

146. I will not ask you how long it lasted, but did it 

make any reference to Bank rate? — None at all. i 

147. Did the debate on that resolution go on for some 

time? — It was going on for some time. . 

1 48. Did you get a slip of paper passed to you while the 
debate was going on? — Yes, a slip of paper was passed to 
me. 
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65. Am I right in understanding — before I pass on that 
that was your state of information and no more when 
you wrote this in your article? — Yes. 

66. Then you said in this same article— and we are 
anxious to have your assistance and the assistance of all o*. 
the Press representatives to trace out and down any sort noon. Yes. 
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you felt from all that you heard, your sources of personal 
conversation and help over the telephone and in meetings, 
that there was a general uneasiness about in the Stock 
Exchange? — Yes. 

84. Concentrating on the dealings of Wednesday atter- 



ui information — you said somewhere further down . 

"There was little selling. Unfortunately the Bank rate 
change seemed to have been partly discounted. There 
were considerable sales before the announcement was 

made.” Was that based on what .Mr. Bwon had _to amount 0 f Government stock late on wednesoay aiua- 

—By that time Mr. Si? ta he noon well alter the closing of the Stock Exchange. You 

to me by a number of highly respectable people m tn modify that a little now, would you not? 

—The ^Wctrd '“someone ”, I would say, referred again 



ion / — Yes. . . 

85. There are two comparatively minor errors or laci 
that 1 think, you would be ready to agree with me m the 
article. I only want to get them out of the way. There 
is no importance attaching to them. For example, you 
did say there is no doubt that someone sold a large 
amount of Government stock late on Wednesday aftcr- 



jity and I based that on tne geneiai iniiummuh, 

67. And you could not possibly have known then what 
the day’s turnover had been on ihe 18th? — No. 

68. You have heard the figures referred to by the 
Attorney-General this morning?— Yes. 

69. Not, in fact, at all an abnormal day as far as 
turnover is concerned? — Total turnover, not. 

70. Therefore, that leads me to ask you whether, when 
you wrote “ There were considerable sales before the 
announcement was made ”, you were thinking or any 
particular period of time shortly before the announcement 
was made?— I am sorry ; on the afternoon, 1 was thinking 
of, not shortly before, but of the afternoon after hours 
on the Wednesday. 



— , — W, j j me ueuua vi “ 

on the Wednesday. x , n Wednesday? — Yes. 

71. That is what l wanted to find out from you. You Do yul f uow u 

mnrr. thinking, although vou did not happen to say so • 



—The word “ someone ”, l would say, referred again 
rather indefinitely. , 

86 You would rather put it that there were some targe 
sales? — Yes, I would certainly have preferred to put it 

'k'gV You would prefer now not to limit it to the after- 
closing period, would you not?— That, if I may say so, 
was the remarkable fact that large amounts were sold 

lf 88. But it had begun before?— Yes; that I would not 
consider unusual. .... ,i,.,i 

89. For clarification, you had said, had you not, that 
Ihe heads of the big banks had gone to see the Chancellor 



71. That is what t warned io imu uui num jvu. * — 

were thinking, although you did not happen to say so 
in so many words, of it as though you had said there 
were considerable sales in the afternoon before the 
announcement was made? — Yes. . .. 

72. You would know as Financial Editor, of course, that 

there is normal dealing after 3.30?— Yes. . 

73. The mere fact of dealing taking place then, is not 

abnormal? — No. , . . 

74. Was it your information, at the time when you 

wrote this, that in amount the after hours dealing had 
been abnormal? — Not in amount. 

75. In character in some way it had been abnormal. 
That was conveyed to me. 

76 And shall we find what was conveyed to you if we 
go to Mr. Baron, or have we got to go somewhere else/— 
To the firm of Francis & Praed, yes. 

77. That is already intended, so we can take that xn. 
Now vou have mentioned talk of an inquiry. It is the 
next sentence: “There is talk of an inquiry into the 
matter.” Had you heard talk of an inquiry?— Yes. 

78. A Stock Exchange inquiry?— A Stock fcxenange 

,n 79 ,r W was on tho 19th, was it, that such talk was 
Eoinnon?— Yes, the 19th, afternoon. 

80 Was that market talk?— Well, sir, stockbrokers in 
their offices and partners of firms. 

81. Can you answer this question clearly liom youi 
memory or does your memory not serve you for the 
purposed Speaking now of tho “pth Sarjemtaj. m Ihe 
evening before when you wrote the letter, at that time 
had you heard any suggestion of an intention to com- 
plain to the Council of the Stock Exchange ?— I had an 
impression that that was exactly what I 

82 Had you any impression that such a complaint had 
in fact been made?— No. It would have been loo early. 

83. Your impression was this, was it, at the time, that 



90. Do” you now know that that is not correct; they 
did not go on Wednesday, the 18th, but indeed on Wednes- 

C * d 9l !V think you had in mind the heads of the clearing 
banks . Ycs.^^ ; ^ am not certa j n that I followed you 

when you said in your article of the 20th: . 5 

of an inquiry into the matter. Did that conic from a 
number of sources?-!! came first from a member of a 
firm of stockbrokers, and when I asked seveial other 
people: " Have you heard of this? , they confirmed that 
they had also heard talk of it. 

93. Phillips & Drew were the stockbrokers originally? 

Y 94. Francis & Praed, the jobbers?— Yes. 

95 Who were your other contacts that you consulted/ 
— 1 asked or telephoned to a partner of Rose, Swann & 
Comuanv who did not know himself, and who said. 

" Hold on, I will ask the dealers.” 1 do not wl ^ 

he asked, but he came back and said . Yes, they say tn 
talk is all around the market.” , _ 

96 Who was the representative or partner of Rose, 
Swann & Co., that you talked to 7-1 am sorry, but I 
am afraid I cannot remember to which of the partners 

1 ^Therc^are 0 two partners, are there?— There are many. 

i. 

l ° ? l 00?You f do V °not know which?— I did not know this 

sm e e t ihere W is S SfulSy nollason, iTthey do°remember, 
why 1 should not say so. 

18 k knew the name of 

the partner you spoke to?— Yes. 



Re-examined by 

103 The Attorney-General in opening said that you 
came away from the meeting with the Chancellor on the 
morning of the 19th with the impression that the Bank 
rate would not ‘be changed ; is that so? ... 

The Attorney-General: If I am going to be quoted, I 
would prefer to be quoted accurately. I said that Mr. 

Fry came away with no impression that the Bank rale 

W 7n| 0 Mr t0 H»(S/S d ’Wc see it on the transcript, 
if that is so I will not pursue it. Secondly, Mr. Winn, 
ta asking you about yonf article on the 20th September 
» to von that yon made a factual statement that 
P u * * *° L& had got wind that somethtng was afoot. 

You do ^ 6* »»: ? ' The increase in B r,t ° 

Cross-examined by Mr. Faulks 

y •„ it oil When you dealt finally with 

T T rSS P'S ra“ «• incatto S jomnafaj did Jon 

SSdmed view? as to the Stock Exchange inquiry winch g***.**^ ^ A few were given, as 

was then under consideration?— Yes. 



Mr. Hutchings 

impressions. Do you consmet P r ^ ^ nuAel 

you receive from responsible sources. Yes. 
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is usual in such situations, a broad outline of the Govern- 
ment’s motives, and some indication of what the Govern- 
ment was hoping to achieve. Normally this is the most 
effective method known for shutting a journalist’s mouth. 
A careful study of the evidence suggests that it was 
effective in that respect last week. The only speculations 
in print about the possibility of imminent Government 
measures came from one or two journalists who had not 
been told, in any case, neither information nor specula- 
tion in this sector went beyond the general line of policy. 
No evidence suggests that any journalist knew that Bank 
rate was going to be raised. To sum up, many people 
could have found out that ‘ something ’ was going to be 
done. On that basis any intelligent guess was bound to 
include a higher Bank rate in the list of possible measures.” 
Was that your view at that time?— Yes. 

108. And in referring to the journalists in question, did 
you have Mr. Whitmore in mind?— At one point, yes. 

Chairman : Mr. Hutchings, you are entitled to re- 
examine on that if there is anything. 



11 

Mr. Hutchings : There is nothing more, thank you, my 
Lord. 

109. Mr. Veale: When you wrote your article on the 
20th September, I understood you to tell Mr. Winn that 
you had a general market impression, with the exception 
of what you had heard from Mr. Baron ; is that right?—* 
My assistant heard it from Mr. Baron. 

110. What you had heard from Mr. Baron had been 
heard by your assistant? — Y es. 

111. Did your assistant report back to you? — Yes. 

112. Did you get a verbal or written message? — He 
came back to the office, and thereupon I telephoned to a 
number of other people. 

113. I want to know the message you got from Mr. 
Baron? — It was a verbal message. 

114. What was it? — I am sorry. That there had been 
unusual sales, that they had been hard pressed after hours 
on the Wednesday, and therefore someone seemed to know 
something — seemed to have known something. 

115. Did he mention who? — No. 



( The Witness withdrew .) 



Mr. Paul Louis Bareau, sworn 



Examined by The 

116. Is your name Paul Louis Bareau? — Yes. 

117. Are you the Deputy City Editor of the News 
Chronicle ? — I am. 

118. On Wednesday, 18th September, did you go to the 
Treasury to see the Chancellor of the Exchequer? — I did. 

119. Did you tell anyone else you were going there? — 
No one. 

120. What, shortly, did the Chancellor say to you? — 
The Chancellor opened the discussion by referring back 
to the conversation that a number of journalists had had 
with him some weeks previously, in which we discussed 
the problem of inflation, on which a certain debate had 
taken place as to which were the best measures. He then 
said that a debate on this kind of subject had become 
academic because, owing to the pressure on sterling, 
immediate measures had to be taken and he had decided 
to take immediate measures. He then described to me 
the agreement with the bankers that they should maintain 
their advances at a certain level. He outlined the cuts 
which were going to be made in the capital programmes 
of the nationalised industries, the public sector of the 
economy, and he felt that measures of that kind were 
called for given the gravity of the situation ; that we 
could not go on drifting. He told me that he would be 
leaving for Washington the next day, but he would 
announce once again the determination of the Govern- 
ment to hold the parity of sterling to 2-80 and that the 
measures he would be announcing the next day would be 
such as to ensure the success of that project. 

121. In the course of your discussion with the Chan- 
cellor was there any mention of the Bank rate? — Not with 
the Chancellor. 

122. That is what I was asking you about. Did you ask 

the Chancellor any question about the Bank rate?— Not 
the Chancellor. _ , _ „ 

123. When you left his room, did you see Mr. Leslie?— 
Yes, M.r. Leslie accompanied me from his room to the 
exit of the Treasury. 

124. Tell us who Mr. Leslie is in your own words? — 
Mr. Leslie is the head of the Information Division of the 
Treasury, and is the person who gave the telephonic com- 
munication telling me to come and see the Chancellor. 

125. When you left the Chancellor, did you speak to 
Mr. Leslie? — Yes, I have a recollection. 

126. What did you say to him?— On the way back I 
thought that, .this was Wednesday before Thursday, that 
Bank rate had been very much in our minds when we 
discussed this problem with the Chancellor some weeks 
previously, and I asked Mr. Leslie would it not be justifi- 
able to put up Bank rate in the present circumstances. 

127. What did he say?— He very successfully threw me 
off the scent. He answered with a question. He said: 

“ Given all these other measures we are taking, do you 
really think there is the slightest justification or the 
slightest significance in Bank rate?” and, I must say, I 
was thrown off the scent. 

128. When you left the Treasury, was your impression 
that the Bank rate was going to be raised or that it was 
not going to be raised? — I gave it no further thought. It 
had been dismissed from my mind. 

129. Dismissed as a possibility because it was out?— It 

was out. ,, ... 

130. Not going to happen ?— Not going to happen. 



Attorney-General 

131. At about what time did you leave the Treasury? — 
I saw the Chancellor at 5 o’clock. It must have been at 
about twenty past five when I left the Treasury. 

132. At that time did you know anything about any 
selling of gilt-edged securities on the Stock Exchange that 
afternoon? — No, I had no knowledge of it. 

133. If there had been foreknowledge of the measures 
disclosed to you by the Chancellor, what effect would yoq 
have expected that to have had on the gilt-edged market 
that afternoon? — On the assumption that there had been 
no increase in Bank rate, I would say the information! 
given me by the Chancellor would have led to an improve- 
ment and not to a fall in the value of gilt-edged. 

134. One further fact: you received no document front 
the Chancellor at the Treasury, did you? — None. 

135. After you left the Treasury did you go to Euston 
to catch the 6.30 p.m. train to Southport? — I did. 

136. In order to attend the Liberal Party Conference? 
—I did. 

137. Before you left, did you telephone to your Editor, 
Mr. Curtis? — Yes, because I would be away and becausp 
the City Editor was away on holiday, Mr. Leslie gave me 
special information to tell my editor that an important 
statement would be coming from the Chancellor the next 
day, and that the Chancellor would be seeing the lobby 
correspondents, and I did so by telephone from Euston 
Station. I told my editor that an important statement 
would be coming tomorrow and that I would be available 
on the telephone from Southport in order to help with 
the story. 

138. When you arrived at Southport, did you see the 
News Chronicle lobby correspondent, Mr. Trethowan?— 
Yes. He was waiting for me in the hotel. 

139. Did you tell him that his return to London was 
necessary? — Yes. When my editor received my message 
he had instructions sent to Mr. Trethowan to come back 
to London, and I told Mr. Trethowan that his return 
would certainly be justified. 

140. Did you give him any indication as to the measures 
that were coming out?— Very vaguely. I told him that hi? 
statement would be a statement dealing with cuts iq 
Government expenditure. 

141. At about what time did this conversation with 
Mr. Trethowan take place? — At a quarter to twelve, just 
before midnight. 

142. So that could have had no effect on dealings of 

any kind except possibly on Thursday morning? — It could 
not. / 

143. On Thursday morning, 19th September, did yoij 

attend the meeting of the Liberal Party Conference? — 
I did. ( 

144. Did you move a resolution on the need to stop 

inflation in Government expenditure? — I did. ; 

145. At what time did you begin your speech? — I thinly 

that speech was begun a little before 1 1 o’clock. • 

146. I will not ask you how long it lasted, but did it 

make any reference to Bank rate? — None at all. i 

147. Did the debate on that resolution go on for some 

time? — It was going on for some time. ? 

1 48. Did you get a slip of paper passed to you while the 
debate was going on? — Yes, a slip of paper was passed to 
me. 
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. 149. Did that slip of paper inform you that the Bank 
rate had gone up from 5 per cent, to 7 per cent.? — It did. 

150. At about what time?— This must have come to me 
at about ten past twelve. 

151. Then were you asked by the Chairman of the 
Conference to announce the news to the Conference? — 
Yes, I was. 

152. With any comments you cared to make? — 1 did. 

153. Was the news about the increase of Bank rate 
a surprise to you? — It was a very great surprise. 

154. Did you intervene for about five minutes? — I did. 

155. Did you give the news of the Bank rate? — I gave 
the news. 

156. Did you go on to make comments on the other 
measures which the Chancellor had told you about? — Yes. 

157. The night before? — Yes. 

158. And which had been announced at about mid- 
day? — At about the same time. 

159. So yours would really be probably the first public 
comment on those matters? — I believe it was. 

160. That was Thursday the 19th. When did you come 
back to London? — I came back to London in the evening 
of Thursday. I got back to London at about half-past 

*161. Were you in your office on the 20th? — Yes, I was 
in my office on the 20th. . ,, 

162. On the 20th did you spend some time writing the 

article which appeared in the. News Chronicle on the 21st? 
—I did. , . . 

(. Adjourned for a short time.) 

163. The Attorney-General : Have you with you a 
copy of the article that you wrote on the 20th September 
and which was published on the 21st September m the 
■News Chronichl — I have. 

164. I want to ask you some questions about that and 
.particularly about the paragraph in heavy type People 
who knew”. You say there: “Stock Exchange jobbers 
severely hit by the fall in the prices of gilt-edged securities 
complain that heavy sales of Government securities were 
made late on Wednesday and on Thursday morning by 
people who evidently knew that the Bank rate was to be 
•raised”. Had you yourself on that Thursday had any 
conversations with any jobbers?— I had none, no. As 
you know, on the Thursday I was in Southport and spent 
the whole day in Southport, and was not in the City. 

165. On the Friday, the 20th, had you had any con- 
versation with jobbers? — No, I had none. 

166. Had anyone of your staff as far as you are aware, 
had any conversations with jobbers? As far as I am 

aW 167 On"what did you base that paragraph which I have 
, just read?— On discussions which I had with friends m 
the Stock Exchange and with other acquaintances m the 
CUv and also on the evidence of the press, the papers 
which I had read on the Friday morning. 

168 Discusions that you had had on that Friday morn- 

‘“^“wiaw^S'^hVd discussions on .hat 
Friday?— My Lord, it is a rule of the journals!, c profes- 
Flon Umt we do not disclose our sources of 

170 Chairman : I have every sympathy with you Mr. 
•Bareau, but in this sort of inquiry you must and he 
Tribunal direct you to answer any questions as o he 
source of your information— If I must then, With tne 
•utmost distaste and apologies to the people whose names I 
mention I recall quite clearly having had a conversation 
on that Friday with Mr. Greenwell. 

171. The Attorney-General : What is the name of his 

‘Tyo'whM W wi & th C e°purport of that conversation?-! 

i,j m the fact that there was some disgruntle- 
S rilSiSd jobbers in the Stock Exchange and 
'tbfLSc purport of my discussion with him was to ask 
him whithe? he thought that there was here justification 
for a Stock Exchange inquiry- 

173 What was his reply?— His reply was definitely no. 
triwa? aware that there was some criticism in the gilt- 
ajlHS He said that it would be quite impossible 
what was done on the basis of mtelligent antici- 
of ^ventl and that if the Stock Exchange Council 
have an inquiry whenever gilt-edged jobbers or 
an? Jobbers made complaints they would be doing very 

M“SSw°cn £ ? Sockbrota, is ho not? He 

15 MS 

r^afi^a^conversation which I had with a Mr. Addison. . 



176. Of what firm?— Of the firm of Williams, de Broe 
& Co. 

177. What was that conversation?— Mr. Addison told 
me that there was a good deal of disquiet among gilt- 
edged jobbers, that there were some pungent comments 
on what had happened the day before and the day before 
that, after hours on Wednesday. He explained to me that 
there were rumours in the market that certain people 
knew more than they should have known, and he did 
cite the paragraph which had appeared in the Telegraph 
as a piece of evidence which was being mentioned in tne 
market, evidence that some people knew more than they 
should have known. He also said that the disgruntlcment 
on the part of gilt-edged jobbers seemed to him also to be 
due to the fact that the Government Broker’s activities 
in the previous days had been such to lead the gilt-edged 
market to believe that stocks were going up rather than 
down and that, misled in this way, they had been carrying 
rather more stock on their books when the Bank rate 
went up than they would normally be carrying. That was 
the gist of the information I got from him. 

178. Did you have any conversation yourself with any 
other person connected with the Stock Exchange? — I can- 
not define the exact moment, but I did probably on that 
day also have a talk with Mr. Althorne of the firm of 
Pembroke & Boyd whom I met in the street. He told 
me that he was aware of these criticisms among the gilt- 
edged jobbers. He showed a certain amount of impatience 
at this discussion. He said that it was perfectly normal 
to deal after hours and that for his own part he saw 
nothing abnormal in what had happened on Wednesday 
evening. 

179. Was dt after you had these conversations that you 
wrote the article I have just read? — It was indeed. 

180. Had any of those persons with whom you spoke 
asserted that there had been “ heavy sales of Government 
securities late on Wednesday and on Thursday morning 
by people who evidently knew that the Bank rate was to 
be raised ”? — No, not by people who evidently knew. 

181. None of those persons to whom you spoke asserted 
that, did they? — No. 

182. Did anyone with whom you spoke in your office 
assert that? — Some of my colleagues in my office said — 
this was 24 hours or more after the event — that it was 
common gossip in the City that heavy sales had taken 
place after hours on Wednesday. 

183. But what about the next .part of the sentence 
“by people who evidently knew that the Bank rate was 
to be raised ”?— That was my own interpolation. 

184. I am trying to ascertain — I do not want to press 
you too far or appear to be cross-examining you — on 
what grounds that statement was made. Was there any 
real basis for it? — There was circumstantial evidence of 
the hint— 'there was no more than that — in the Telegraph 
and in the Financial Times on the morning on which the 
Bank rate was increased. There was the reinforce- 
ment of that evidence by the fact that the 
city editor of the Telegraph congratulated himself on 
Friday morning on having made an exclusive forecast of 
the increase in the Bank rate. 

185 So that your observation there that sales had been 
by people “ who evidently knew that the Bank rate was 
to be raised ” was based, was it, on what you had read 
in the Financial Times and what you had read in the 
Telegraph! — In this paragraph I am quoting Stock Ex- 
change jobbers ; I am not giving my own opinion. 

186 But you had not spoken to a Stock Exchange 
jobber that day, had you?— No, but indirectly by speaking 
to those brokers I had heard what the gossip in the gilt- 
edged market was. 

187. But I thought you said — correct me if I am wrong 
— in answer to me a moment ago that none of the persons 
that you had spoken to on the Stock Exchange had 
asserted that there had been heavy sales on the Wednesday 
late and on the Thursday, “ by people who evidently knew 
that the Bank rate was to be raised ”?— No, but they had 
asserted that there was talk of such heavy sales and they 
had all of them added that they themselves did not believe 
that there had been a leak. 

188. Let me come to the next paragraph of your article: 
this was in italics: “They suggest a national newspaper 
leaked confidential information given to journalists on 
Wednesday evening”. Whom do you mean to refer to 
by the word “they ”? — The jobbers. 

189. What jobbers?— The jobbers in the gilt-edged 
market. 

190. Any names? — No, no names. 
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191. Did any of your stockbroker friends with whom 
you spoke on die telephone that day mention any names? 
— No, no names were mentioned. 

192. “They have considered asking for a committee 
of inquiry. But nobody can prove whether the sales were 
the result of a leakage of this kind or of intelligent antici- 
pation. So the Stock Exchange Council has decided 
against an inquiry”. From whom did you obtain that 
piece of information?— The first part of that information 
I obtained from the fact that amid the complaints of the 
gilt-edged jobbers there were suggestions in the morning 
that there should be an inquiry. The second part of the 
information that there would be no inquiry, I obtained 
from Mr. Greenwell. 

193. Where did you get the information not that there 
would be no inquiry, but that the Stock Exchange Council 

Cross-examined 

196. May I ask a question on behalf of Mr. Whitmore? 
The questions that I am directed to ask you are asked in an 
entirely friendly manner. You and Mr. Whitmore have 
known each other very well for a number of years? — 
We have. 

197. I would be right, however, in saying that when 
you wrote the article to which the Attorney-General has 
directed your attention, the national newspaper to which 
you referred was the Daily Telegraph ? — Yes. 

198. And again when you wrote the article on the 25th 
September saying that other newspapers had suggested a 



had decided against an inquiry? — There I must admit I 
made a mistake. When I was told that there wouldi be 
no inquiry I assumed that there had been a decision not 
to hold an inquiry. 1 was later informed that since no 
formal demand for an inquiry had been made, there 
could be no formal decision not to have one. 

194. You said a few moments ago that before writing 
this article you had read what appeared in other articles. 
That is right, is it not? — Yes. 

195. Was this article of yours to some extent, or to any 
extent, and if so to what extent, based on what you had 
read in the other newspapers? — >What I had read in the 
other newspapers certainly pre-conditioned me. I had 
read items in the Times, the Manchester Guardian, the 
Daily Express, which seemed to me a fair cross-section. 

by Mr. Faulks 

national newspaper leaked confidential information, 
frankly again it was to the Daily Telegraph that you were 
referring? — It was. 

199. Now that you know the whole matter, namely that 
Mr. Whitmore received no information about the matter 
from Mr. McLachlan, the Editor, who in fact saw Mr. 
Thomeycroft, I apprehend that your answer will be that 
had you known those facts then, the two references in 
those articles would never have been made? — Yes, I am 
entirely satisfied about that. 



Re-examined by Mr. Roche 



200. 1 think dealings on the Stock Exchange take place 
in a big hall? — I believe so ; I have never been inside the 
Stock Exchange myself. 

201. Do you know if one of the rules of the Stock 
Exchange requires strict silence to be observed in the Stock 
Exchange, or are the members permitted to talk to each 
other? — They are certainly permitted to talk. 

202. Is it one of the duties of a City page in a paper 
to inform its readers of what is being said and done on the 
Stock Exchange? — It does its best. 

203. I think this will probably be axiomatic, but does 
the material in a City page fall into three classes: there 
are statements of fact like “ Consols have gone up, so-and- 
so has passed his dividend ”. That is one job? — Yes. 

204. Then sometimes I take it you express an opinion 
that such-and-such a currency will be de-valued, or some- 
thing of that sort? — Yes. 

205. That is the opinion of the writer. Then sometimes 
is there a third class: do you report what other people 
are saying on the Stock Exchange? — We do. 

206. When you wrote this article to which we have 
been referring and you say: “Stock Exchange jobbers 
complain ”, were you expressing your own opinion or the 
sentiments of the Stock Exchange? — I was reporting gossip 
and rumour which was circulating in the Stock Exchange. 



207. You told us the steps you took to obtain that 
information. You of course, had been aiway at Southport 
the whole of the 19th? — I had. 

208. I think you told us that when you came back you 
first of all read certain newspapers? — Yes. 

209. Did they contain a reference to the sales of gilt- 
edged securities after hours? — Indeed they did. 

210. With that information you told us you discussed 
matters with the staffs in the office and also with those 
whom you met during the day? — Yes. 

211. Is there anything unusual in that? — No, that is 
a perfectly normal course. 

212. That is the way you always gain your information? 
— Yes. 

213. You told us you can remember three names of 
persons you spoke to that day. Were there more than 
three do you think? — I cannot clearly recall any others 
on that day, but there were many people who subsequently 
discussed the matter with me, and they all confirmed my 
original information that there was a good deal of dis- 
gruntlement in the gilt-edged market. 

214. I think it is fair to say you were not asked to 
recall any of those names of persons you spoke to on that 
day until quite shortly before today? — Yes. 

215. I think actually, Friday you were asked? — Yes. 



By The 

216. Chairman : I wonder if you can help on one or two 
matters. On the 26th September there was another article 
in the News Chronicle by yourself, and if I may remind 
you it is under the heading “ In Two Minutes ”, and then 
in italics the second paragraph: “Said a partner of one 
firm ‘ In two minutes I lost a whole year’s profits ’ ”. Can 
you tell the Tribunal who that was?— That was not said to 
me directly, tout it was a phrase I recalled from discussions 
I had with brokers on the previous Friday. 

217. Did the broker who spoke to you mention who the 
partner was? — He did not; he said: “A partner of one 
firm told me 'that in a few minutes he had lost a year’s 
profits.” 

218. Was the person who told you that Mr. Greenwell? 
— No it was not. It was Mr. Addison. 

219. To go back to your article of the 21st September, I 
want to be sure that I follow : as a result of conversations 
with Mr. Greenwell and Mr. Addison, and I think Mr. 
Althome you gathered that there had been substantial 
sales late on Wednesday? — Yes. 

220. But am I right in thinking you did not gather from 

them that those sales had been by people who evidently 
knew that the Bank rate was being raised?— They all 
suggested to me that those sales were on behalf of people 
who made an intelligent anticipation of events and that 
as far as they were concerned there was no evidence of 
a leak at all. . , 

221. And you said I think, it was your interpolation 
that those sales had been by people who evidently knew?— 

30671 



Tribunal 

Yes. I was told that some of the gossip in the market 
suggested that some of the people who sold must have 
known. 

222. That is what I am interested in: I want to find 
out who was saying in the City that these substantial sales 
had been by people who knew? — The people in the City 
who were saying that there had been substantial sales were 
also saying that the Daily Telegraph and even the 
Financial Times on the morning of Thursday had carried 
hints of coming movements on the part of the Govern- 
ment and that some of these hints might have been linked 
to a fore-knowledge — not a fore-knowledge but an antici- 
pation that the Bank rate would be increased. 

223. One other matter: going back to what you said 
about your interview with the Chancellor when statements 
of policy were made, you said in answer to the Attorney 
that those proposals of themselves would have tended to 
strengthen and to raise the price of gilt-edged? — Yes. 

224. I do not know, and I want your expert view about 
this: might not a number of people on hearing those 
proposals say to themselves : “ But they are quite useless 
of themselves unless they are coupled with a rise in the 
Bank rate ”? — That is a matter of opinion. 

225. I am asking your opinion? — A lot of people might 
have thought that these were steps which were being taken 
instead of putting up Bank rate, that they were quite 
severe measures in themselves, that they also indicated that 
since Bank rate would not be touched on that day, 5 per 
cent, must be regarded as a ceiling, that therefore, in any 

B 
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dealings with gilt-edged securities one could assume that 
Bank rate would not go above 5 per cent. : that those other 
measures if given a fair chance would have some effect 
and that therefore the immediate reaction to that would 
be a rise in gilt-edged securities. 

226. I suppose you would agree that it would be possible 
to hold the other view, namely that it would be necessary 
to raise the Bank rate as well? — Certainly, and I know 
a number of my colleagues who did hold that view. 

227. Mr. Milner Holland : Was it reported to you by 
the brokers you spoke to that jobbers were suggesting a 
leak by a national newspaper? — No. The broker I spoke 
to said that in the talk which was then going on in the 
.Stock Exchange the fact that a national newspaper had 
given a hint of a possibility of a rise in Bank rate was 
one of the items of evidence of a possibility of information 
being available to certain people. 

228. I am only reading from your article which says 
“ they " — that I suppose is .the jobbers? — Yes. 

229. — “ suggest a national newspaper by which we 
know now you meant the Telegraph — “ leaked confidential 
information .given to journalists ” they said that, did they / 
— 1 heard that indirectly, and I did not talk to jobbers. 



230. You mean that the brokers to whom you spoke 
told you that jobbers had suggested that they thought 
the Daily Telegraph had leaked confidential information? 
— I think that would be over-stating it. They said that 
the fact that the hint of an increase in Bank rate occurred 
in the Telegraph was evidence that there must have been 
some prior knowledge and that this fitted in with rumours 



231. Did you so read the article in the Telegraph ? 
No, I did not so read the article in the Telegraph. 

232. The passage in the article in the Telegraph is : 
“ If it is the Chancellor’s intention to make general policy 
changes before next week’s I.M.F. meetings, they could 
obviously include a tightening up of hire-purchase restric- 
tions, curbs on building and even a higher Bank-rate . I 
understand you to say you would not think that that 
indicated anything?— No, but when on Friday morning 
my colleague said that he had exclusively forecast an 
increase in Bank rate it sharpened my suspicions a little. 



233. What suspicions did it sharpen? — That he knew a 
little more than had been told to us. 



(The Witness withdrew .) 



The Earl of Drogheda, sworn 
Examined by Mr. Winn 



234. Lord Drogheda, you are the Managing Director of 

the Financial Times?— Yts. . , , 1Qf . 

235. Last September, during the morning ol tne loin, 
did it happen that you were attending a Board Meeting 
of one of your subsidiaries, St. Clement s Press Limited? 

Y< 236. While there, did you receive a message saying the 
Chancellor of the Exchequer wished to see you?— That 
is correct, on a private 

237. At 3 o’clock in the afternoon? — Yes, on a private 
m 238^' At the time, I think you were Lord Moore?— 

CC 239 Ct And you were, in fact, a personal friend of Mt. 
Thorneycroft? — Yes. 

240 Your first understanding was, was it not, naturally 
enough, that he wanted to see you on some personal 

m 24 ^ ? And° S therefore, you went yourself rather than 
arranging for your Editor to go as well. Yes. 

242 And in his office, were you and the Chancellor 
alone, or was there someone else there?— We were alone. 

243. What is your recollection of what you talked 
about?— The Chancellor told me that he had a statement 
which he was going to make the following day on i financia 1 
policy, and I said that I thought it would in that case, 
perhaps have been rather more appropriate that he should 
have invited our Editor, because I was not concerned with 
the editorial contents. He said that he had considered 
inviting the Editor as well, but had, m the end, invited 
me and then I considered whether I shouid suggest to 
him that the Editor should be invited, but I felt that as 
he was seeing a number of people, it would have made 
his list of appointments rather out of order and, therefore, 

I thought the best thing I could do was to .hear what he 
had to say and to inform our Editor to the best of my 
ability. What he said to me was that he was going to 
make a statement announcing measures to strengthen the 
external and internal value of the pound. The chief 
purpose of these measures was to control die supply of 
money. That so far as the capital expenditure by the 
nationalised industries and Government departments was 
concerned, he was going to lay it down that for _ the next 
two years the level of expenditure in terms of pounds 
should be kept to the level of the current year, and in 
the case of private expenditure, he was going to tell the 
banks that he wished the level of advances to be kept to 
the same level during the next twelve months as they 
had been kept during the current twelve months, and, 
thereto? any increase in advances to one customer would 
have to be compensated by a decrease m advances to 

an g5 er i C am 0 Such obliged to you That really was the 
—No. 



246. If you can remember now, what impression did 
that produce on your mind as to what was likely to 
result? — I thought that it would be well received, that 
the Government were going to take steps to control the 
level of capital expenditure and that it would have a 
good effect on Government credit. 

247 Do you remember whether your mind turned at 
all to the effect, if any, on Government securities, gilt- 
edged securities?— I think I felt that it would have had, if 
anything, a strengthening effect, certainly not a weakening 
effect. 

248. Did you go from Downing Street back to your 
office? — I did, yes. 

249. I suppose by then, when you got back, it was 
3.30 or 3.40?— About 3.40, I would think, yes. 

25Q. Did you at your office see Mr. Newton?— I did. 

251. He is the Editor of the Financial Times, is he not? 
Yes. 

252. ' I think you also saw the Editor of the Investors 
Chronicle ? — I also saw him subsequently. 

253. Who is he? — He is called Mr. Wincott. 

254. That is a weekly publication in your group?— 

Y ^55. Did you tell them what the Chancellor had told 
you, or the effect of it? — Yes, I did. 

256 Was there any discussion between the three of you, 
or two of you at the time?— I saw them separately, I 
did not see them together. In the case of Mr Newton 
I think that .he said that he felt he could not put anything 
in the paper at all, and I think that his impression was 
that the measures would be helpful to Government credit 
In the case of Mr. Wincott, I think his impression was a 
fmto S In the case of Mi. Wincott, we also »» 
he was with me, rang up the Treasury to see whe her he 
oouTd seT anyone in the Treasury himself the following 
morning because his paper was going to press and he 
would have liked to be in a position to publish something 
in .the paper so that it appeared to be up-to-date in its 
comment. ti... 

257. That was really all that you talked about?— That 

258. I take it you did not go and sell a bear in the gilt- 
edged market? — No. 

259. Did you tell anybody, besides those two men, 

anything at all about your visit to the Chancellor? 
Nothing at all. . . . . . 

260. About 12.15 the next morning Mr. Wrncott went to 
the Treasury, I think. Do you know about that?— 1 think 
that that is correct. 

261. Can you tell us yourself — or shall we leave that to 
Mr. Newton — about publications m the paper? He 
might have closer knowledge than you?— I think it would 
be more appropriate, because he is in charge of the edi- 
torial contents of the paper. 
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C ross-examined by Mr. Russell 



262. You are on the Directorate of the Old Vic Theatre? 
— That is true. 

263. I forget the correct title. On the Wednesday night, 
did you go to the Old Vic? — I went to the first night of 
“ Hamlet ”. 

264. Did you meet Mr. Oliver Poole, who is also on 
the Directorate of the Old Vic? — I met him, not by 
arrangement, but by accident in the interval at the bar. 
1 had a lady with me and he bad a young girl with him. 



265. His step-daughter? — His step-daughter, and we 
were in the bar together and we met one another. 

266. Did you have any conversation about the matters 
which are the subject of this inquiry at all? — I cannot 
remember, really, anything at all that was said, because we 
were not alone. I think that all he said was “ I expect 
you know there is going to be a statement tomorrow” 
and I think that was the limit of our conversation. 



By The Tribunal 

267. Chairman : The Financial Times of the 20th — No, he is called Mr. Winspear. 
September carried an article by Lex. Is Lex Mr. Newton? 

( The Witness withdrew.) 



Mr. Donald Tyerman, sworn 
Examined by The Attorney-General 



268. Is you full name Donald Tyerman? — Yes. 

269. Of 6, Parcifal Road, London? — Yes. 

270. And you are the Editor of the Economist, are you 
not? — Yes. 

271. During the days leading up to the 18th September, 
were you aware of any rumours in itfae City connected 
with any specific measures relating to the home economy? 
— Not at all. 

272. Was there any supposition that the Chancellor 
would make a statement before going to America? — 
I believed that he might, and believed that he probably 
ought. 

273. Did you expect it yourself? — Some sort of state- 
ment, yes. 

274. On Wednesday the 18th September, did you get a 
message inviting you to the Treasury? — Yes, some time in 
the morning before 12 o’clock. 

275. To see the Chancellor? — Yes. 

276. Did you go and see him that afternoon at half 
past four? — I did. 

277. I want you to tell the Tribunal, if you would, to 
the best of your recolleotion, quite shortly, what happened 
at your meeting with the Chancellor? — I went to see the 
Chancellor some time shortly after 4.30. The Chancellor 
told me that he thought it would be a convenience if I 
knew what he was about to tell me, and he told me that 
he proposed the following day to make a statement which 
would say two things : first, that he proposed to announce 
a ceiling in money terms upon the public investment pro- 
grammes ; and secondly, a ceiling upon bank advances, 
and he explained that this was necessary in order to assert 
a control upon the supply of money, and he pointed out 
to me that these measures were necessary because 
monetary measures in themselves were not enough. 

278. Was anything said by him, or by you, about the 
Bank rate? — Nothing at all on either side. 

279. Did what he said to you, lead you to form any 
opinion in relation to a change in the Bank rate? — I was 
left with the impression, the very strong impression, that 



the measures that he was proposing to announce on the 
following day were instead of a change in interest rate 
policy, not as well as a change in interest rate policy. 

280. What was your view about that? — My view was 
that this was a Hamlet without the Prince of Denmark. 

281. Did you get back to your office shortly after 
5 o’clock? — Yes, between five and ten past, probably five 
past. 

282. Did you see Mr. Bird, the Deputy Editor, and Mr. 
Macrae, the Assistant Editor? — Yes. 

283. Did you tell them what the Chancellor had said? 
— I told them what the Chancellor had said, and what my 
impressions v^ere of how he had said it. 

284. Were you all somewhat critical of the proposed 
measures ? — Y es. 

285. Were you all disappointed because, as it seemed to 
you, a rise in the Bank rate was not contemplated? — Yes. 

286. Did you discuss any of those points in detail? — 
No. 

287. Did you leave it until after the actual announce- 
ment the next day? — Yes because it was impossible to 
proceed with any work for the Economist until we had 
the actual text of the announcement. 

288. Did you also tell Sir Geoffrey Crowther, the 
Managing Director? — Yes. 

289. Did you discuss with your colleagues what effect 
the proposed measures would have on the gilt-edged 
market, if those measures were unaccompanied by an 
increase in Bank rate? — We did not discuss the effect upon 
the gilt-edged market at all, nor did I personally think 
about it at all at that stage. 

290. Did you at the time, form any view as to the likely 
effect on the gilt-edged market? — None whatever, since 
the Economist was going to Press after the effect of these 
announcements would, in fact, be seen on the gilt-edged 
market. 

291. When you heard of the increase in the Bank rate by 
two points, what was your reaction? — I was very surprised 
indeed. 



( The Witness withdrew.) 



Mr. Sidney Gampell, sworn 
Examined by Mr. Winn 



292. Are you Mr. Gampell? — Yes. 

293. Sidney Gampell? — Yes. 

294. 52, Wildwood Road, N.W.ll?— Yes. 

295. Are you the Financial Editor of Reuters'! — Yes. 

296. On the 17th September in the City, did you hear 
a rumour of an impending directive from the Treasury 
to the banks? — Yes. 

297. To the effect that it was contemplated that a rigid 
ceiling would be put on bank advances? — Yes. 

298. Having heard that, did you ring up a certain 
Treasury Press Officer, a Mr. Raphael, to inquire about 
that move? — Yes, I did. 

299. Did Mr. Raphael call back to say only that there 
would be no directive? — He did. 

300. On the 18th at about 4.40, did Mr. Leslie, the 
Chief of the Information Department of the Treasury, 
telephone to you? — Yes. 

301. And commenting that you had shown some per- 
sonal interest in measures that might be taken, did he tell 
you the Chancellor would be ready to see you, if you 
liked to go along at 6.30? — Y es. 

30671 



302. Did you avail yourself of that invitation? — I did. 

303. You saw the Chancellor. What did he tell you? 
— He outlined to me all the measures he was announcing 
the next day, except the Bank rate. 

304. He did not mention Bank rate? — Not at all. 

305. And you asked no question about Bank rate? — I 
did not. 

306. You heard the account that Lord Drogheda gave 
— you were here when he gave his evidence? — I did. 

307. Is that an equally suitable account of what you 
were told? — Yes. 

308. What were you particularly interested in yourself 
— what was your particular concern? — Interested in that 
sterling was a world story by that time, and I was 
interested in back-grounding the story as well as possible, 
for our overseas services. 

309. When do you get away things of that kind on your 
services — any particular time of the day or night?— Oh 
no, we are twenty-four hours, and there is a deadline 
of some kind at some time everywhere in the world. 

B 2 
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310. On leaving the Chancellor, where did you go? — 

1 went home. 

311. You were home all the evening, were you? — Yes. 

312. Do you remember any telephone or other conversa- 
tion with any person that evening? — Mr. Leslie rang me, 

I would think about 9 o’clock. I think his main purpose 
was to give me an indication as to the length of the next 
day’s statement, so that we could judge whether we would 
think it merited sending it textually an the overseas news 
services, sending the full text, that is. 

313. It was important for you to know that?— Yes. 

314. Had you been working yourself on some pre- 
liminary notes? — I had been making notes to be ready 

(The Witru 
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with the story when the statement came. 

315. While you and he were having that telephone con- 
versation, did you and Mr. Leslie have a general chat 
and exchange of views on what would be involved in these 
measures that were coming?— Yes. 

316. I think he gave you his idea of the sort of cable 
which the Embassies might be receiving, as general guid- 
ance? — I think that is so. 

317. Did he, or you, during that conversation make any 
mention of Bank rate? — No. 

318. Did you find any need, as a result of it, to alter 
the notes that you had already made?— Not at all. 

p withdrew .) 



319. Mr. Donald McLachlan? — Yes. 

320. I think you are the Deputy Editor of the Daily 
Telegraph ? — Y es. 

321. Were you contemplating during the 17th Septem- 
ber, writing a leading article? — Yes, in the morning. 

322. During the morning of the 17th? — Yes. 

323. For publication on the 18th, would it have been? 
— For publication on the 18th. 

324. What were you proposing to write about in that 
article? — We were proposing to discuss the purely inter- 
national monetary factors which were affecting the weak- 
ness of the pound at that moment, and which would have 
to be presumably discussed by the Chancellor and other 
people at the Washington meeting which we knew would 
be beginning that week-end. 

325. Had you at that time heard even any rumour of 
any pending measures which the Government had in 
mind? — No, none at all. 

326. Did you take a view yourself at that time that the 

exchange position was becoming serious? — Certainly, yes, 
certainly. , . , , 

327. You could see heavy pressure on the pound, could 
you?— There had been news to that effect for the previous 
four or five days. 

328 Did you have a message inviting you to go to 
see the Chancellor of the Exchequer?— In the afternoon 
of that day, yes. 

329 The afternoon of Wednesday, was it the 18th that 
you had the message, or had you had it the day before? 
— No, 'the afternoon of Wednesday. 

330. As a result, did you go to the Chancellor at about 
half past five p.m. on Wednesday the 18th? Yes, at 5.30. 

331. What did he talk about with you? — He started, so 
far as I recollect, by saying that he had come to the con- 
clusion that monetary measures alone were not enough to 
defend the pound, of the state of which he took a very 
serious view. He then, if I may refer to it, went on to 
describe the measures he intended, in the terms that have 
been described by the Editor of the Economist and Lord 
Drogheda. 

332. In very much the same terms and to the same 
effect as that?— Almost precisely, in general terms. 

333 Was there any mention at all, by either the Chan- 
cellor’ or yourself, of the Bank Rate?— None at all, no. 

334. Did you express any opinion or ask any questions? 

I asked some questions, first, about the ceiling on the 

investment in the nationalised industries just for clarifica- 
tion I asked the Chancellor how much would actually 
be kept out of investment over the two years which he 
proposed, and towards the end of the conversation I asked 
him his general opinion about the prospects of the meeting 
in Washington. 

335. In particular relation, I suppose, to the view likely 
to be entertained there of the future of the pound?— Yes. 

336. Did you mention to the Chancellor that you were 
intending to write an article for publication on the 19th? — 
I told him at the outset of the conversation, that a leader 
on the lines that I have already described was being 
written. I thought it right to tell him so. 

337. Perhaps you could be a little more precise. What 
lines had you then laid down mentally for that article? — 
I had left it largely to Mr. Appleby, who is the expert on 
these matters. It was intended to be largely explanatory, 
so that the ordinary reader would understand, as I said 
before, the international monetary reasons why the pound 
was in a weak state, and so far as I recollect, the article 
ended up with an admonition to all concerned to make 
resources more freely available. 



Mr. Donald McLachlan, sworn 
Examined by Mr. Winn 

338. To make resources more freely available?— I am 

afraid I should have to refresh my memory about this 
article. . . T 

339. I do not want to take you into it in detail, out l 
wanted to explore with you rather the obvious difference 
betwen internal measures intended to restrict credit, for 
example, and any measures to fortify the pound in separate 
exchange control?— The article, so far as I recollect, dealt 
entirely with the external position and had no reference 
to the internal position at all. 

340. Did the Chancellor mention to you that he was 
going .to make a statement to lobby correspondents at 12 
noon on Thursday, 19th? — Yes. 

341. Did you happen to notice whether he had any brief 
or notes before him, while he was talking with you?— All 
I can say is I did not notice any. 

342. So you came to leave and go back to your office. 

At that stage what, if any, impression had you about Bank 
rate? — The subject of Bank rate never crossed my mind 
at all. . , 

343. I appreciate that. It did not come into your mind, 
either as a result of anything that was said or at all? — 
Not at all. 

344. You went back and, I think, on the way out you 
saw Mr. Leslie, did you not? — Y es. 

345. Did you have a discussion with him about these 
measures? — We talked for three or four minutes as we 
went along the corridor to the exit, and so far as I recol- 
lect, we discussed what the political impact of the measures 
that I had been told about would be. 

346. Any mention of Bank rate at all? — No, none at all. 

347. When you got back to the office, did you see the 
Assistant Editor, Mr. Brian Roberts? — Yes. 

348. And Mr. John Appleby, whom you have men- 
tioned, the leader writer? — Yes. 

349. That was about 6.30, was it? — About 6.30. 

350. Did you tell them the substance of what you had 
been told? — I tried to recapitulate the arguments briefly, 
including the information about the restriction of invest- 
ment in the public and the private sector. 

351. Did you say anything .about the confidentiality of 
the information? — I emphasised it very strongly. 

352. That office was where, Fleet Street? — That was in 
Fleet Street. 

353. You have, I think, a Mr. Whitmore who is 
employed by the paper, a Mr. Francis Whitmore? — Yes. 

354. Is he the City Editor? — Yes, he is. 

355. Where is his office? — His office is in Salisbury 
Square in the City. 

356. Did you speak to Mr. Whitmore at all that even- 
ing? — No, not at all. 

357. So far as you know, did either Mr. Roberts or Mr. 
Appleby speak to Mr. Whitmore? — I have asked them 
both and they have both assured me that they did not. 

358. I suppose Mr. Whitmore would send in a City 
report, would he, during the evening? — May I distinguish 
two things? He would send in as usual notes for his City 
page, and on occasions when he considered that there was 
a City story worth giving on a news page, he would send 
that in separately. 

359. We know that on the 19th September, there was in 
the Daily Telegraph a short article or feature headed 
“ New Government Measures in the City. Francis 
Whitmore, City Editor.” Have you a copy in front of 
you? — I have not. 

360. You will probably remember what I am referring 
to? — The short piece that appeared on the front page? 

361. Yes. I wanted to ask you this. The words J 
refer to are: “Again stock markets yesterday were in 



Printed image digitised by the University of Southampton Library Digitisation Unit 



2nd December 1957 Mr. Donald 

subdued mood at the start of the new account yester- 
day”? — I think that piece comes from the City page. 
May I have a copy? 

Chairman : Mr. Winn, is not the one saying “ Fresh 
curb on bank credit” the front page and the other the 
City page? 

Mr. Winn : Yes. I wanted to identify which was which. 

( Copy of the Newspaper handed to the witness.) 

362. Now that is what happened, is it? The one about 
“New Government measures in the City” is the City 
news page? — That is the City Column, yes. 

363. And the sub-title is “ Lord Rank Reviews ” and so 
on? — That is right. 

364. And the other cutting that I have bearing the 
heading “Fresh Curb on Bank Credit. Treasury Move 
to Tighten Economy. By our City Editor” was on the 
front page? — Yes. That is also by Mr. Whitmore. 

365. “Our City Editor” is Mr. Whitmore? — Yes. 

366. Just tell the Tribunal, if you will, the material 
which was shaped into that front page publication? Did 
that arrive in your Fleet Street office during the evening? 
— No. This piece on the front page and the piece on the 
City page were both collected, composed, and written in 
the City Office. 

367. Did you not see either of them, then, before publi- 
cation? — I saw the piece on the front page headed, “ Fresh 
curb on bank credit.” I did not see the piece on the City 
page headed, “New Government measures in the City.” 

368. But you did see the piece that appeared on the 
front page? — Yes. 

369. And saw it during the evening of the 18th? — Yes. 

370. I see that among other things it says that it is 
expected “ that Mr. Thorneycroft will announce this 
decision and probably other measures to tighten up the 

Cross-examined 

377. Since you made your statement to the Treasury 
Solicitor, I think you have recalled one matter which you 
did not mention because at that time you thought it 
irrelevant. Were you at one time a don at Winchester? 
—Yes. 

378. Was one of your pupils now a Director of the 
Bank of England? — That is so. 

379. Did you have lunch with him on a day near the 
decision of which we are speaking? — Yes, on the 
Wednesday. 

380. I do not know whether the Tribunal want his name, 
but if so no doubt you may be allowed to write it down, 

■perhaps. But you had lunch with him on the Wednesday. 
Did you in the course of your discussion with your old 
pupil have any chat about Bank rate? — None at all, no. 

381. You have in front of you, I think the Daily 
Telegraph complete for the day about which Mr. Winn 
has been asking you. Would you be kind enough to look 
at the leader on page 8 to see if your memory was correct 
when it told you that it dealt entirely with external 
matters? — Have I your permission, my Lord, to take two 
or three minutes over this? 

382. Chairman: Yes.— Yes, that does confirm my 
impression. 

383. Mr. Faulks : Now would you turn back to the 
front page. I apprehend that the Tribunal have not a 
facsimile of the whole newspaper. We have been told 
what was put on the front page. Am I right in saying 
that .the front page is almost entirely concerned with the 
activities of your counsel, Mr. Christopher Shawcross, in 
Ghana at the time?— That is true, yes. 

384. And that the article, although in body on the front 
page, is not in what you would call a very prominent part 
thereof? — No, that is true. 
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British economy before he leaves tomorrow for next week’s 
meeting in Washington of the International Monetary 
Fund. Reports were circulating in the City yesterday 
that the other measures might include a fresh tightening 
up of hire-purchase restrictions and curbs on new building 
activity.” You thought it all right that that should be 
published? — I hesitated for two reasons. In the first place 
I had every confidence that our City Editor’s information, 
which he was reporting, had come from a reliable source. 
In the second place I had no means of knowing whether 
I had been told at the interview with the Chancellor the 
whole story. I had when I saw this story that evening, 
the front page story, no means of judging whether it was 
entirely accurate or not. 

371. If, happened that the second, paragraph, “An 
instruction is being given which will in effect impose a 
ceiling on the total of bank advances ” was in effect what 
you had been told yourself? — I knew that was true, yes. 

372. And you had told your leader writer and assistant 
editor that it was confidential? — Strictly confidential. 

373. Did you ask Mr. Whitmore how he had come to 
know that himself? — Not until about five days later. I 
was abroad in the interval. 

374. I think you rang up Mr. Maude, the private Sec- 
retary to the Chancellor about 8.45 in the evening and told 
him that you were proposing to publish that in your paper 
the next day? — That is true, yes. 

375. And he thanked you for phoning. Did you know 
yourself at that time that other journalists had been to see 
the Chancellor that afternoon? — No, I did not. 

376. You did not know for how many days, or when 
did you first know the words of the City publication, 
“ might include even a higher Bank rate ”? — the next day? 
— The following morning, yes. 

by Mr. Faulks 

385. Mr. Roberts, of whom you have spoken is, I think, 
available if the Tribunal desire to hear him? — Yes, he is. 

386. Mr. Appleby, although at the moment in America, 
can be made available later? — Yes. 

387. When you spoke on the telephone to Mr. Maude, 
secretary to the Chancellor of the Exchequer, Mr. Winn 
has elicited from you that he thanked you for telephoning. 
Did he go further and say that he felt sure that the Chan- 
cellor would understand the reasons for your decision to 
put that in the paper? — I would find it difficult to swear 
to those words, but the impression that I got was that our 
action in bringing out had been appreciated and that the 
motives behind it would be understood. 

The Attorney-General: May I ask that Mr. McLachlan 
should communicate to the Tribunal and to the Treasury 
Solicitor the name of the Director with whom he had 
lunch on that Wednesday? 

Chairman (after conferring with the other members of the 
Tribunal) : I would like your assistance about that. At the 
moment none of us can see why the name should not be 
mentioned, because we have statements or will be getting 
statements from all the Directors. 

The Attorney-General: I see no reason why it should 
not be mentioned. 

Chairman: Naturally the witness does not want to 
unless he is directed to do so. 

The Attorney-General: I see no reason why it should 
not be mentioned. 

Mr. Faulks : He will do it if directed. I would not want 
to cause unnecessary embarrassment to anyone. 

388. Chairman : Quite right. I think you had better 
tell us the name. — The name is Mr. John Stevens. 



By The Tribunal 

390. It is the paper of the 20th. — The issue of the 20th. 

389. Chairman : The article in the Daily Telegraph on Yes, that is by Mr. Whitmore, 
the 20th beginning “ Bank rate increase” is I imagine on 391. And the particular paragraph, “Leakage 

the City page. It is continued from page 1, column 2. criticism ” is Mr. Whitmore? — I should say that this is 

There is a paragraph “Leakage criticism. Gilt-edged clearly from the City office. Whether Mr. Whitmore 
deal ”. I imagine that is Mr. Whitmore? — I think it must wrote it himself I do not know. 

be. I have not it in front of me. ( Copy then handed to 392. Anyhow, we should ask him about it and not 

the witness.) you? — Yes, he should be asked about that, 

(The Witness withdrew .) 
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393. Is your full name Francis Whitmore?— Yes. 

394. And you live at 86, Addison Road, London?— Yes. 

395. Are you the City Editor of the Daily Telegraph l 

396. When did you yourself receive the first hint of any 
pending measures affecting the domestic economy? the 
first inkling we got in my office was late on Wednesday 
afternoon when my senior assistant received a telephone 
call from one of his investment hanking contacts which 
came in the form of a question. Had we heard anything 
about a new coiling on bank advances and a tightening 
up of hire-purchase restrictions? because they had heard 
that those things were in the oiling and they were seeking 
confirmation, if we had any, from us. My assistant replied 

t<> 397 t Before we get to the reply, would you perhaps be 
good enough to say who the person was who was asking tor 
this information?— A member of that firm. I do not 

6V 398 k of what firm?— Of this firm of investment 

^399. r< What was its name? — 1 honestly do not know. 

400. Did you not know at the time?— No, I ha d no 
idea. I will tell you the name of the bankers. I do not 
know the name of the person. I have never asked my 
assistant who the actual name was. I gathered it was 
someone not a partner in the firm. 

401. What was the name of the firm? — The firm was 

Singer & Friedlander. . „ _ , 

402. Who was your assistant? — Mr. George Pulay. 

403. At any rate, you having 'had that information 
passed to you, what did you do about at?— My assistant 
came into tell me about this call Naturally he asked 
mo if I knew anything that was afoot. I said I knew 
nothing, but it sounded extremely interestmg and would 
ho please leave it to me now to pursue enquiries with my 

b “S nl wS you do?-That 1 proceed to do. I 

i ■■**' t ? 

natural one, to the Banking Information Service who I 
have been in contact with on problems ^ of the credit 
saucezc over the past two years. 1 immediately telephoned 
S and 'Sid them vtha.t l had 

be a new ceiling on bank advances, what could they tell 
mo about it? I detected a certain embarrassment from 
the verv start. He was not anxious to talk. But he did 
„ L. as to say, “ Well, talks have been going on. 

£ not going to say you arc wrong, but 1 am very sorry, 

I Snnot possibly discuss this with you as things are 
imminent.’’ So I did not get very for with him , except 
bv this time I was thoroughly convinced as a journalist 
that 1 was on the right track, that something was going 
£* sJYtea made 5 a call tote Deputy Chairman rf 
Rarclavs Bank, again a man with whom I have been in 

vftnTs and who is a personal friend of mine. Again i 
made the slme approach, that I had reason to believe 
i hat a new squeeze was to be put on credit, and a new 
celling was to be imposed on the level of bank advances. 

he reacted in the most embarrassed way and said, 
“l am very sorry, I cannot possibly discuss this wth 
A-ain T knew even more that I was on the right 
track that my information was correot. I made a third 
caU This would be about, I should imagine, five o clock 
Mv third call was to the Chief Joint General Manager 
of y the National Provincial. I found thait he was away, 

1 asked if I might speak with his deputy. They said 
£ was closeted with te Chairman. Again my suj.cions 
.j.rnmsed but I asked if he would bo so kind as to 
telephone me if he had the time before he left the Qty. 
He dS telephone me, very kindly, at about quarter to 
six Again I put the same question, that I had good 
reason for supposing that there was something afoot over 
hfSedft squeeze. I mentioned again that my mfoma- 
lioo ml that there was to be a now celling on bank 
advances Again he said, “I am awfully sorry, Mr. 
Whitmore I cannot possibly discuss this with you. He 
S “ What would you think? Would you 

^"fs Cl was about 



—I had uo knowledge whatever that there had heed any 
late sales In fact, in our Market Report on the Stock 
Exchange I think ion will And that, not only ourselves, ■ 
Stldo not think any other paper had caught up with 
these late sales on the Stock Exchange. , 

408 After having these telephone calls to these people 
,0 wiom you have referred, did mwM. 
which appeared the next day under the title. New 

Government Measures in tfi® vou?— Yes I 

409. Have you a copy of it m front ot you/ Yes, 

ha 4l6 Did you also, after you had : bad.those conversa- 
tions write the front page paragraph : Fresh Curb on 

Bank Credit”?— In two pieces ; one short piece for the 
front pace and an interpretive piece on the City. 

411 Is It right-I think it follows from what you said- 
that no^ information came to ^Xaih^faT on 

K«d = “ - 

m «?fwan“r»“Sn?t the last paragraph^ your 
l ^ v ^ t lrnra£Ss , toS£ ? ti make 

Bank e rate™'aS‘ of my banking »*— ,h 0 £™”S: 

"in? yss 

rate the chances of its 8®g P ^ « jf it did not, 

sort of outsider that just might come • . d;d Jt 

nobody would think any die worse o it t. H t did, 
would be a very mteU.gent r |"f“ ”mp h or, hacking the 

wiSle S?-f&d ,0 baeked a .'Sly big f£ld ii.h the Bank 
* SJ - S'llkely?-! did not, 

until the following evening. 2 0th 

418. Would you turn now to he arttele oi tn 

September: “City “did & uo“ “After 

Rate Bombshell ? You saia iner , y l hed his 

much deliberation, the ^Xl anffiold inflation. As 
long awaited measures to check official moves 

excjusiveiy forecast here^eSiter^y,^the^latestom^^ ^ ,be 

include a higher Bank r • reference to my 

«- ttat ca ™ 

° «9. Why did you make that referm.ee to jour taMi- 

s sriiTK * -* 

ksa sr^kSdSet s 
ffiSStS iSSStfe been T4 & s-^euiug of 
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gilt-edged stocks, dependent on what impression the 
measures created. In themselves I would have said slightly 
strengthened gilt-edged, but no more than that. 

421. You have got the paper of the 20th in front of 
you, have you not? — Yes. 

422. There is a front page story on the Bank rate 
increase. It goes on from page 1, column 2, to another 
page? — Yes. 

423. Is there a paragraph of that headed “Leakage 
Criticism. Gilt-Edged Dealing”? — There is. 

424. Did you write that paragraph?— Yes, I did. 

425. I want to ask you about that. You say there: 

“ There was strong criticism in the City among gilt-edged 
dealers and in the discount market of some leakage of 
information of the forthcoming Government measures the 
day before. In both quarters heavy selling of gilt-edged 
slocks was reported late on Wednesday.” First of all, 
on what did you base those statements? — I would say 
almost entirely in my case on a conversation I had with 
one of the leading gilt-edged jobbers on the Thursday 
afternoon. 

426. Who was that? — Mr. Wilfrid Baron of Francis & 
Praed. I met him in the street after the Bank rate 
announcement — late on Thursday afternoon when I was 
coming home from the market — and the irony of it is 
from my point -of view that I had lunch at a certain 
stockbroker’s office on the Wednesday before the Bank 
rate day as a fellow guest of Mr. Baron, and one of his 
partners. The conversation turned, as it usually does, 
towards the end of luncheon, as to what we all thought 
about the market prospects, with particular reference to 
the gilt-edged market, and I expressed my own view that 
his market seemed to be “ gently upward.” That is how 
I felt at about 3 o’clock on that Wednesday. You have 
already learnt how between 4 o’clock and 6 o’clock I had 
reason at least to suspect that big measures were on the 
way. The next afternoon I met Mr. Baron when he was 
coming down Copthall Avenue, and he said : “ Oh, 
Francis, after our very pleasant lunch yesterday, I had 
a very poor experience. I was shot to pieces.” I said: 

“ What? ”, and he said : “ Yes. I had to take a lot of 
selling, and I have lost a lot of money.” I said : “I am 
very sorry.” He said: "When did you have occasion to 
write what you have written which we have already seen 
on Thursday morning?” I said: “Late that evening I 
picked up information from banking quarters which 

Re-examined 

439. Taking it by stages, Mr. Pulay, who was your 
deputy who received this telephone call from Singer & 
Friedlander, can, I apprehend, be made available if the 
Tribunal want him? — Yes. 

440. It might be that he is the man who also knows 
about discount houses? — I do not think so. 

441. Anyway, you can find out. Secondly, I ought to 
ask you formally, did you personally sell any gilt-edged 
stocks on that Wednesday evening? — I had no dealings 
whatever. 

442. Did you cause, or advise any of your friends to? 
— Nobody at all, 

443. At the lunch at which you said the market would 
go gently up, did any discussion emerge about the question 
of the Bank rate? — No. 

444. Nothing at all? — Nobody was thinking in those 
terms. 

By The 

449. Chairman : Have you a copy of the Daily 
Telegraph of the 26th September? — No. G Same handed to 
witness.) 

450. The article is headed: “‘Leak’ Reports Dis- 
counted. City View of Bank Rate Charge.” Do you see 
the second column: “Line Not Followed. Intelligent 
anticipation ”? — Yes, I do. 

451. This is yourself, the City Editor, writing, 1 
presume? — Yes. 

452. The first paragraph there says: “The decision by 
this firm not to deal after official hours is not being 
adopted by other leading firms of gilt-edged jobbers”? 
— Yes. 

453. That is a reference to Wedd & Owen? — Yes. 

454. A partner in one of the most important firms in 
the gilt-edged market said yesterday : “ Although stock was 
offered to us late on Wednesday, we do not 'think that 
there was , necessarily any Bank rate leak. The sellers were 
in our view, acting on intelligent anticipation, knowing 
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enabled me to write what I did, but my Bank rate sug- 
gestion was entirely my own guess.” I then said: “I 
am sorry about your loss.” He said : “ There seemed to 
be a good deal of selling about that way. We took a 
lot of stock on our books. I am very unhappy. I have 
lost a lot of money.” I commiserated with him, and we 
parted. 

427. Is that the only source of information on which 

that first paragraph was based? 1 think one of my staff, 

if my memory serves me rightly, confirmed that one or 
two discount houses had already said that there was some 
selling. My guess would be that they had picked it up 
from the Stock Exchange. The Stock Exchange was 
certainly buzzing with disgruntlement. The jobbers were 
upset and sore. 

428. “A leading firm of gilt-edged jobbers registered 

its dissatisfaction about this alleged leak with the Stock 
Exchange Council”? — Yes. I understood from Mr. 

Baron that he had complained to the Council. I think 
one of his partners is on the Council, as a matter of fact. 

429. That he had complained to the Council? — To a 
Council member. When I say “ the Council ”, that is a 
different thing. You see, they all know Council members, 
and before they go to the Council officially, they usually 
get hold of one member they know, and say: “ Look here, 
we had a pretty tough time last night. This is not good 
enough.” That was all at that stage. 

430. You say : “ registered its dissatisfaction about this 
alleged leak with the Stock Exchange Council ” ; that 
sounds like an official complaint? — I do not think he had 
at that stage. I certainly think that firm had made known 
its discomfiture to members of the Council they knew. 

431. “Attention was drawn to the heavy selling orders 
late on Wednesday.” — Yes. 

432. Have you any knowledge of any heavy selling 
orders late on Wednesday? — No. 

433. Other than that which Mr. Baron had given you? 
— No, none at all. That is the first I had heard of it. 

434. To whom did you speak in the discount market — 
or was it your assistant? — It was one of my assistants who 
asked one or two discount people. 

435. You do not know? — I do not know who he talked 
to. 

436. If need be we can find out?— I did not attach all 
that much importance to it. 

437. If need be we can find out? — Yes. 

438. You will provide that information? — Yes. 

by Mr. Faulks 

445. You told the Attorney-General you did not discuss 
with anybody the possibility that the Bank rate might be 
raised before you wrote your City Notes. Did anyone 
mention to you the possibility that the Bank rate might 
be raised? — No. It was entirely my own thought. 

446. You are aware, I presume, that Sir Leslie Plummer 
found it his duty to attack you in the House of Commons 
by name? — He mentioned it. 

447. When he said : “ Why was Mr. Whitmore, or any 
representative of the Daily Telegraph entitled to this infor- 
mation? ”, and he said was it right that you should be 
given information which you could use to your or some- 
body else’s advantage. Breaking that down into three, 
were you ever given any information which you could use 
to your own or to somebody else’s advantage? — I had no 
confidential information whatsoever. 

448. Have you made use of any information to your 
own advantage or anyone else’s? — None at all. 

Tribunal 

already that the credit squeeze was ibo be tightened up.” — 
Yes. 

455. Who was that somebody who has taken rather a 
different view to Mr. Baron, I gather? — I am trying to 
think who it was. I am not well versed in this particular 
thing. I would really have to think back before I 
answer that. 

456. Perhaps the next paragraph may refresh your 
memory. It goes on to talk of another jobber : “ Accord- 
ing ito one jobber who incurred losses 'through purchases 
on Wednesday afternoon, the selling came almost entirely 
from foreign banks. It as believed that 'there were strong 
rumours in several Continental centres on Wednesday 
that the Chancellor, Mr. Thorneycroft, would announce 
new measures ”, and so on. Who was that jobber? — That 
jobber I believe to be — quite frankly I think my deputy 
wrote most of this. 

457. Mr. Pulay? — Yes. This particular point about 

foreign sources w§S made to me by Mr, Wilfrid Baron 

B 4 



Printed image digitised by the University of Southampton Library Digitisation Unit 



20 Mr. Francis 

of Francis & Praed — that some of the selling he thought 
was from Continental sources. 

458. This is quoted as saying : “ almost entirely from 
foreign banks”? — I would endorse that he did say that. 
The report is in faith with what he did say. I seem 
to remember the question used : “ nearly all the companies 
are foreign.” That meant his own purchases, not other 
people ; he was not speaking for other jobbers. 

459. Going back to the paragraph in front, do you 
remember now at all who that was? — I do not, to be 
quite frank. I think my deputy collected that. 

460. Mr. Milner Holland : Is it Mr. Wilfrid Baron or 
Bareau? — Baron. 

461. You think Mr. Wilfrid Baron was the jobber who 
said that as far as he was concerned the selling came 
almost entirely from the foreign banks? — Yes. 

462. Was it also Mr. Wilfrid Baron who was so con- 
cerned, and felt that the jobbers had been taken for a 
ride? — By the foreign banks? 

463. That was his view? — Yes. When I met him on 
that Thursday evening he registered his disgruntlement that 
the foreigners had, in his opinion, taken him for a ride. 

464. Did you interpret him as reading that as indicative 
of a leak? — No. I think an important point there could 
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be that the German Bank rate had been reduced on 
Tuesday, and I would imagine that their reduction was 
part of an agreement with the Bank of England that we 
should do something here to come up or to stiffen. I 
could imagine that the news would go quickly from 
Germany through Zurich and Paris, and places like that, 
that on our side we were about to do something.. I do 
think we had agreed — I have not checked this with the 
Bank of England, but I would imagine that they were in 
suoh close touch at the time — to take the pressure off 
sterling vis-a-vis the Reichsmark that we may well have 
agreed that if they came down, we on our part would 
do something this side. I think it could easily have got 
round the Continent that Britain was about to do some- 
thing — what, I do not know. I do not .think for a 
moment we were told which things we were going to put 
up, but we indicated our intention to do something. 

465. So that the earlier article on the 20th where you 
mentioned strong criticism in the City of some leakage 
of information — which I think you have again put back 
to what was said to you by Mr. Baron — ? — Yes. 

466. — now emerges in 'this form, that the leakage was 
a leakage to foreign banks, in his view? — Yes, in his view. 

withdrew .) 
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467. I think you live at 36, Lennard Close, West 
Wickham, Kent? — Yes. 

468. Are you the Investment and Stock Market 
Columnist of the Financial Times' ? — I am. 

469. Is it your business to write daily comment on 
investment matters, including, when necessary, the needs 
and trends of the stock market on the previous day? — Yes. 

470. Do you get reports about the gilt-edged market 
from a Mr. Francis? — I do. 

471. Is he a gilt-edged market reporter in the employ of 
the Financial Times' ? — He is. 

472. Does he talk to a number of stockbrokers on the 
telephone and try to pick up news from them? — Not 
particularly to try and pick up news, but to discuss the 
news. My job is primarily a commentator, and when I 
ring people it is usually people with whom I can discuss 
the news. 

473. Do you often with regard to gilt-edged have any 
direct contacts with jobbers? — I do not. 

474. On the 20th September an article appeared in the 
Financial Times headed: “Industrial Index Down 8-7 
... by Lex.” Did you write that article? — Yes. 

475. Have you a copy of it in front of you? — I have not. 

476. May I read you 'the first sentence and remind 
you: “Stock markets yesterday where 7 per cent. Bank 
rate and little else. In spite of an early whisper and 
some late offering of short-dated Funds on Wednesday, 
the surprise element was almost complete.” Why did 
you make that reference to “early whisper” in that 
sentence? — Because 'the market had already lost about 
10s. Od. to 12s. 6d. in .the morning before the official 
announcement of Bank rate, and it was, I thought, reason- 
able that it should have done so in view of the piece 
in the Daily Telegraph indicating the possibility of Bank 
rate going up. 

477. When you say that, do you xefer to the article 
which appeared in the Daily Telegraph of the 19th? — 
On the morning of the Bank rate. 

478. Where there is the reference to : “ Even the Bank 
rate may go up ” ; is that what you are referring to? — 
Yes. 

479. Had you any other information which led you to 
suppose that there had been any communication from one 
person to another of information, “ a whisper ”, in the 
ordinary way? — None at all. 

480. When you used the word “ whisper ”, were you 
solely referring to this article in the Daily Telegraphl — 
Yes. 

481. And to nothing else?— To nothing else. If I might 
add, there was also a piece in the Financial Times on 
that morning suggesting that there may have been Govern- 
ment measures to be announced. 

482. We had better look at that. — But there was no 
suggestion in that, or hint. 

483. I shall be calling Mr. Newton about that. It is 
on Page 4. Is this the statement you are referring to: 
“ Government Statement Today? New Measures likely — 
by our Political Correspondent ”? — It is. 



484. “ The Chancellor of the Exchequer, Mr. Thorney- 
croft, leaves tomorrow for the meeting of the International 
Moneatary Fund and World Bank in Washington. In 
view of the speculation which has surrounded the IMF 
meeting, it is considered that a statement on Government 
policy will be made before he leaves. There were reports 
that such a statement could be of an important character, 
including new measures on bank advances and capital ex- 
penditure. It could also include measures to hinder or 
stop non-residents from obtaining credit facilities which 
enable them to postpone meeting their sterling commit- 
ments. It is known that the Government is disturbed about 
the position of sterling in the international market, and 
is determined to take any necessary measures to protect 
it.” Let me see if I understand you correctly. When 
you were referring to an “ early whisper ”, you were refer- 
ring to what had appeared in the Financial Times itself, 
and also in the Daily Telegraph, on the 19th September? 
— I was referring, when I used the words “ early whisper ”, 
to the specific mention of Bank rate in the Daily Telegraph, 
and that only. 

485. That only? — That only. 

486. You wrote another article, did you not, on the 26th 
September, and in the course of that article, which was 
headed, I think, “ Gilt-edged ”, did you speak of “ inspired 
selling ”? — I spoke of reports of inspired selling. 

487. How came you to use the words “inspired 
selling”? — I was dealing on that evening with the decision 
of this firm of jobbers, Wedd & Owen, to cease after-hours 
dealing. The question was why they had decided to stop 
after-hours dealings, and the implication of their letter 
was that the reason had something to do with dealings 
after hours on the particular Wednesday. There were, by 
that time, widespread stories of inspired selling on that 
Wednesday evening. I made a reference to the report. 

488. You made a reference to the report? — Yes. 

489. What reports — Press reports or other reports? — 

Press reports, and to the implication of the jobbers’ letter 
that they were ceasing this practice because of 

490. It is hard to hear you correctly. When you used 
the expression “ inspired reports ”, you were referring to 
reports that had already appeared in the Press? — Yes. 

491. Were you referring to anything else as an inspired 
report, in addition to reports in the Press? — No. 

492. What do you take to be the meaning of the words, 
“inspired selling”? — Selling which is based on informa- 
tion not generally available to the public at large. 

493. And in this context could inspired selling be before 
a rise in the Bank rate? — In this context I should say in- 
spired selling would mean selling based on some inside 
knowledge that the Bank rate was going to rise. 

494. Had you any evidence that the dealings late on 
the Wednesday were due to any inspired knowledge in 
that sense — any knowledge that the Bank rate was going 
to rise? — I had no reason to think that, and I did not 
either then or subsequently, believe the report. 
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By The 

495. Chairman : Just to go back to your article 
of the 20th September, you have explained what you 
meant by the reference to an early whisper, and that was 
solely the forecast in the Daily Telegraph ? — Yes. 

496. But your article goes on: "... and some late 
offering of short-dated Funds on Wednesday ”? — Yes. 

497. That is a reference, presumbaly, to dealings after 
hours? — Yes. 

498. Where did you get that information from?— In the 

first paragraph of the article that we are considering, 
what I was attempting to do was to give a resume of the 
previous day’s market before going on to the main part 
of the article, which was to discuss the implications of 
the Bank rate increase. I was concerned to make one 
point primarily, that the Bank rate increase came as a 
bombshell to the vast majority of people. I also wanted 
to make clear, however, that prices had in fact begun 
to turn down somewhat before the announcement. In the 
“ short ” market, the market had begun to come easier 
late on the Wednesday, so therefore I included a reference 
to the late selling on Wednesday. On the Thursday morn- 
ing there had been Mr. Whitmore’s Bank rate 

(The IVitna 



499. I do not want to interrupt you, but I do not think 
you are answering the question. The reference to late 
ollering of short-dated Funds on Wednesday is, I think 
you agree, a reference to sales after hours on Wednesday? 
— Yes. 

500. On the Thursday, when you came to write this 
article, where had you got information that there had 
been sales after hours on Wednesday? — From our gilt- 
edged market reporter. 

501. That is Mr. Francis?— That is Mr. Francis. 

502. You do not know— we had better ask him— where 
he got that from? — No. 

503. Mr. Milner Holland: You are quite clear arc 
you, looking back on it now, that your use of the words 
“ early whisper ” was not due to any suggestion that there 
had been a leakage of information?— Jt was not due to 
that at all, no. 

504. Some people might think “early whisper’’ was 

a curious way of describing a forecast in the Daily Tele- 
graph City column, but that .is what it meant is it? 

That is what it meant. 

! withdrew.) 



Mr. James Francis, sworn 



Examined by Mr. Rodoer Winn 



505. You arc Mr. James Francis of Lake Avenue, 
Barking? — That is so. 

506. Are you the Stock Market reporter for the 
Financial Times ? — I am. 

507. Being a reporter, do you get a good deal of your 
information by talking to people? — That is so. 

508. And inserting, I suppose, questions in the con- 
versation? — That is so. 

509. In particular, do you spend your lime making 
conversation with jobbers? — Some of the time. 

510. In the gilt-edged market? — Yes. 

511. Does that enable you to get what you regard as 
a representative and a comprehensive view of what is 
happening in the market?— It certainly would be repre- 
sentative, but not necessarily comprehensive. 

512. It depends on whether you have taken a fair 
sample of the population whether it is really representa- 
tive?— Yes. 

513. On the 18th September of this year were you pur- 
suing your usual activities in that way? — I was. 

514. Where— at the Stock Exchange?— At the office of 
Francis & Praed. 

515. Forgive me if I am ignorant of this— that is not, 
of course, on the floor ; you cannot go near the floor? — 
No, it is their own office outside, away from the Stock 
Exchange. 

516. Outside the Stock Exchange building? — Yes. 

517. You were in their office?— In their office, yes. 

518. To whom, so far as you remember now, did you 
talk that afternoon? — As far as I remember, I spoke to 
a dealer in short-dated Government stocks. 

519. In the firm of Francis & Praed? — Yes. 

520. What was his name? — Mr. Crutch. 

521. C-r-u-t-c-h? — I believe that is the way it is 
spelled. 

522. He is in the “ short ”? — Yes. 

523. What did you gather from him?— I gathered that 
there had been an increased amount of short-dated stock 

oner during the afternoon, and I gained the impression 
that it was still on offer at the close. 

524. At what time were you talking to Mr. Crutch?— I 
was talking to him between 4 and 4.10—1 cannot be 
precise. 

,525. You gathered from him that whilst the House was 
stoll in session before 3.30 there was an increased amount 
of short” stock coming on offer?— I do not know 
about time because I did not ask the question at the time. 

I merely knew from what he said that more stock had 
been on offer. At what time it had come on offer, I do 
not know. 



_T 526. hdlore at what time than at what other time? — 
dld ~ ot say ’ so I would not know that, but it was 
still on offer late. 

■ 527. Did he say to what extent this increase had 
manifested itself? — No, he did not tell me the volume 
They never do. 

528. Did you gather that it was anything out of the 
ordinary?— I thought it was a little unusual. 
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529. What made you think that?— Because the market 
in the “shorts” is a little more restricted than in long- 
dated stocks, and normally you do not hear quite so 
much about them. 

530. “Shorts” are what— 10 to 15 years?— Five years 
and below. 

^531. Was he making a great thing of this to you?— 

532. So much for him. Was there anybody else with 
whom you talked in Francis and Praed’s office?— No I 
spoke to nobody else there because Mr. Crutch is their 
cl 0 / S ‘ shorts ” and hc was the man I always saw. 

. . w „ crc . not concerned with the longer-dated 

slocks? — Yes, I also had to check on those. 

534. With whom?— I cannot remember the dealer now. 
It is rather bad. 

535. You really cannot remember the dealer?— No I 
cannot remember the dealer. I sec two or three dealers 
you see. 

Was he in the same office?— The same office. 

537. Francis & Praed’s? — Yes. 

538. They are jobbers?— They are jobbers. 

539. You cannot remember who it was with whom 
you talked? — No, because I do not always see the same 
dealer in longs ”. 

540. What general impression did you get from him?— 
That the long” market (that is, stocks ranging from 
5 years to 20 years) was quite firm, and that the irredeem- 
easV " at 1S ’ st0cks w ‘ tbout a date) were turning slightly 

541. Slightly easier; “longs” were quite firm, and it 
offer?— Y the “ shorts ” that scemcd to bc coming on 

y £ u £et T an ;j dea what the price movement 
had been?— Yes. I gathered that it was about .Uh in 
what I regarded as the principal stocks. 

if; That is not very much, is it?— No, it is quite small, 
office?— Yes y ° U then fi ° back to the Finan ^ Times 

I think 4 20 What ^ d ° yOU tbink y ° U 80t back ' there? — 
546. Did you talk with Mr. Winspear, do you remem- 
r eak 80 many P e °P ,c that I cannot remember. 
o47. I am only anxious to know, if possible, to what 
extent the impressions you took back with you that even- 
ing to the Financial Times office would have become 
immediately available to Mr. Winspear? — I really cannot 
remember what time he came to see me. 

548. What is the point of your going down to the office 
or the jobbers and then back to the newspaper office unless 
you report what you have learned?— I write the market 
reports. 

549. What did you write that night?— I wrote about the 
gilt-edged market in relation to the short-dated stocks, that 
rather more stock was on offer, as I described it, “at 
the short end of the market ”. 

550. There was not anything in what you wrote and, 

I gather, nothing in your thinking, to suggest panic or 
abnormality?— No. 
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551. Chairman : Did this 'Mr. Crutch that you saw at 
the office make any complaint? — No. 

552. No suggestion that they were having abnormal 
dealings? — No. 

553. Or much selling after hours?— He did suggest that 
there was increased offering of stock, but that was all. 

554. You were there after the House had closed? — 

^ 6S ‘ (The Witness withdr 



555. You were there in their offices? — Yes. 

556. Did you hear of their making deals after hours?— 
I did not actually hear any deal being done myself. 

557. Did you hear from Mr. Crutch that there were 
sales after hours?— No, he did not tell me that he himself 
had done any. 



v.) 



Mr. Leslie Gordon Newton, sworn 



Examined by The Attorney-General 



558. Is your name Leslie Gordon Newton? — It is. 

559. Are you the Editor of the Financial Timesl — 

I am. 

560. On the afternoon of the 18 th September did you 
have a conversation with Lord Drogheda? — Yes. 

561. D. : d he tell you that he had seen the Chancellor 
of the Exchequer?— He told me that he had seen the 
Chancellor of the Exchequer. 

562. And that the Chancellor of the Exchequer was 
going to make an important statement on the Govern- 
ment’s proposed financial measures the next day? — He did. 

563. Did he give you an outline of the measures which 
the Chancellor had given him? — He did. 

564. Did he make any reference, in doing that, to the 
Bank rate? — None at all. 

565. At about what time did this meeting take place? 
— Between 4 and 4.15, 1 should say. 

566. Was that information regarded by you as con- 
fidential? — Of course. . 

567. And did you make any reference to it in the first 
edition of the Financial Timesl — None at all. 

568. At about a quarter past 10 that night did you learn 
that there had been a statement in the Daily Telegraph 
first edition? — Yes, I did. 

569. Could we glance at that and see if we can identify 
it. Was it a statement on the front page?— There was a 
statement on the front page and in the City columns. 

570. Of the Daily Telegraph for the 19th September?— 

Yes, the 19th. . _ 

571. When you heard of that, what did you do?— I rang 
up our political correspondent and told him that the 
Daily Telegraph had this story and asked him to make 
contacts in official circles to see what he could do. He 
rang me back, I suppose about a quarter of an hour 
later, and told me that he had been in contact, I think 
it was with the Private Secretary to the Chancellor, and 



that he knew the Daily Telegraph had it. I discussed the 
position with him and decided to run that short paragraph, 
which I did, in the last edition and the second 

572. When you say the short paragraph ?— I am 

referring to the panel on page 1. 

573. — do you mean the paragraph in the paper of 
the 19th September headed: “Government Statement 
Today? ”? — Yes. 

574. Did that appear in the second and final editions? 
—There was a slight difference between the second and 
final. I added one more paragraph in the final myself. 

575. In any edition did you make any reference to the 
possibility of an increase in the Bank rate? — None at all. 

576. You wrote an article again on the 27th September, 
did you not, headed “Troubled Waters ”?— Yes. 

577. I think it is page 34 of the press cuttings. There 

do you express the view, in speaking of the earlier meet- 
ings between the Chancellor and the banks, that the 
information “ which could thus have become known would 
not have encouraged anyone to sell gilt-edged securities. 
Indeed, it would if anything have had the opposite 
effect”? — Yes. , „ 

578. That was the information about the Chancellor 
meeting the banks, was it not?— Yes, that was referring 
specifically to the information about tightening up the 
bank advances. 

579. You make it clear in your article; you say: 
“There was, it is understood, a meeting between the 
Chancellor and the banks, not on the Wednesday before 
Bank rate was increased, but in the previous week.” — 
Yes. 

580. That was your view, that it would strengthen the 
gilt-edged market? — My view was as expressed there, 
that that sort of information would not have encouraged 
anyone to sell gilt-edged. 



Cross-examined by Mr. Faulks 

581. One question: it only just impinges on my case. had announced an increase in the Bank rate. Do I take 

You probably know Sir Leslie Plummer felt it his duty it that is incorrect?— Quite incorrect, 

to tell the House of Commons that the Financial Times 

(The Witness withdrew .) 



Mr. Frederick James Ellis, sworn 



Examined b; 

582. Are your names Frederick James Ellis? — Yes. 

583. You live at 9, Grosvenor Court, Wimbledon. 
Have you been a financial journalist for some 28 years 
and are you now the City Editor of the Daily Express ? 
— That is correct. 

584. Have you held that post for the last 10 years? — 
10 years on 1st March. 

585. You have a fairly helpful staff of six in that City 
Office?— That is so. 

586. From whom do you get the information based 
upon which you write your articles? — My staff and myself 
collect information during the course of the day, during 
the course of which we see many, many people. Some- 
times we phone, but it is mainly people we meet in bars 
and coffee houses and the usual places where stockbrokers, 
stockjobbers and the like congregate during the day, 
because we cannot get on to the floor of the House to meet 
them. At the end of the day I assess what we have all 
heard and what I have heard and write an article— an 
opinionated article — based on that information. 

587. Keeping your ears open in the coffee houses during 
the day?— And other places. ‘ 

588. I was sparing you that. In which of these places 
where you and your staff keep your ears open, if any, did 



Mr. Winn 

you hear the words “ inspired selling ”, which you used in 
your article of the 20th September in the Daily Express ? 
— I think it was mentioned pretty generally in those 
quarters during the day. 

589. What did you understand it to mean? — I under- 
stand “ inspired selling ” to be a .term in constant or 
general use — not constant use, but general use in the City 
to indicate either buying or selling on information gained 
prior to some coming event. 

590. You meant it to mean, when you used it yourself, 
that someone had foreknowledge of a coming event, did 
yo . u ?_That is the general interpretation of it. 

591. Did you mean it in that sense when you used it? — 
Certainly. 

592. And in the context in which you used it under .the 
heading “ The Query ” : “ Top City stockbrokers were ask- 
ing last night : ‘ Was there a premature leak of the Bank 
rate news? ’ For they report that there was some ‘ inspired 
selling ’ of gilt-edged stock late on Wednesday night.” you 
meant it to mean that the selling late. on. Wednesday night 
was by people who had foreknowledge of the coming 
change in the Bank rate?^— Or .thought they had fore- 
knowledge. 
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593. I am so sorry, I thought we had overcome that little 
side step by the approach we made. Did you mean the 
phrase to convey that 'the selling was by people who 
actually had pre-knowledge? — Yes. 

594. Who were the people to whom you were referring? 
— I had no knowledge of that at all. 

595. And when you wrote this you had no knowledge 
of the persons whom the top City brokers were saying had 
pre-knowledge? — None. 

596. Who were the lop City stockbrokers who were say- 
ing that? — I do not know who they were. 

597. Who were you referring to?— It was an assess- 
ment of reports that had come our way through that 
rather exciting day, together with the fact that in the 
previous day’s Times in their stock market report, they 
were already referring to sales on Bank rate changes. 

598. You must forgive me: I am sorry, I was not asking 
you anything about the Times ; and I was not asking you 
anything about assessment of stockbrokers, top, middle or 
bottom. I was asking who were the top stockbrokers? 
— I have no knowledge. 

599. Who told you or your staff that they wondered 
whether there was a premature leak? — I have no know- 
ledge of names. I just acquired that information during 
the day, that people were saying that there had been 
some inspired selling. I did not have any of their names. 
It was just my final assessment during the day. 

600. I am so sorry, I was not asking you what one was 
saying in the purlieus, but what the top City stockbrokers 
were saying?— Perhaps that was a bit of journalistic 
licence. 

601. Now perhaps we are getting to it. You mean there 
never were to your knowledge any City stockbrokers, top, 
middle or bottom, who said what you reported them as 
saying? — No, I certainly spoke to people myself. 

602. To whom? — I do not know. I meet a number of 
people in the course of the day many of whom I do not 
know by name, but who know me by name and I know 
them by sight. 

603. How do you know they are top people if you 
do not know them by name? — I assume most stock- 
brokers are fairly respectable people. It was just a 
journalistic use of the word. 

604. I am prepared to go as far as that with you for 
die purpose of saving time, but who were these par- 
ticular stockbrokers whom you called top stockbrokers and 
reported as raising this query? — As I say, I make my stock 
market report based on reports collected by myself and 
my staff during the day from a variety of sources. 

605. Chairman : Mr. Ellis, let us go step by step because 
we do not want to take up too much time with this 
First of all, we will deal with persons you spoke to, 
and later on we will deal with those with whom your 
assistants spoke. We want your first-hand knowledge 
first of all? — I cannot recall the names of the persons 
I spoke to on that day because I did see a great number 
of people. But I cannot remember who particularly drew 
my attention, or subsequently drew my attention, to 
inspired selling. 

606. Mr. Winn: Did anybody, or did you just use 
journalistic licence? — A stockbroker spoke to me. 

607. A stockbroker? — No, stockbrokers during the day. 

I speak to many stockbrokers during the day, sometimes 
20, 30,-or 40 or more people connected with Stock Exchange 
dealings. 

608. And you cannot remember, or won’t remember? — 

I can remember names — as I say, I do not even know their 
names sometimes, but I can remember stockbrokers I spoke 
to during that day, but whether those were the people 
who actually gave me that information, I do not know. 

609. Chairman: Let us have the names of the people 
you spoke to? — People like Tom Parry. People of that 
nature. 

610. Who is he? — He is a man I casually meet in a 
bar in Throgmorton Street. 

611. What is his firm? — He has just changed his firm at 
this moment. I cannot tell you at this moment, but I 
could report it later. 

612. What was his firm? — I am sorry 

613. Mr. Winn : He is obviously a man on whom you 
could place the most complete reliance as a source of 
information which- you would then report in the news- 
paper? — No, I always listen to what he has to say. 

614. Because you consider him to be a member of a 
very important firm?— Ascot & Co. is the name of his firm 
—it is a very long name with about four names involved 
in it and the last one I can remember is Ascot. 

615. Chairman: Are they brokers or jobbers? — Brokers. 

616. Mr. Winn: You remember meeting him during 
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the day? — I remember meeting him casually during the 
day. 

617. Do you remember whether or not he said anything 
to you about the selling of gilt-edged stock late on Wednes- 
day night? — I do not think he did ; 1 cannot remember. 

618. Let us forget him then. Is there anybody else 
you .met that day whom you now remember might have 
told you something about the selling ol' gilt-edged stock? 
— No. It was a very difficult day for me with the Bank 
rate change, and I cannot at this moment recall whom I 
spoke to on that day. 1 met so many people, probably 
over a hundred. 

619. But one or more of the people whom you met 
told you something which led to your writing that article. 
Is that so? — Not necessarily ; it may have come from my 
staff. We have a collective pooling of our information. 

620. Chairman: Mr. Ellis, really now, docs this informa- 
tion come from people who spoke to you, or people who 
spoke to your staff? — It may have come from people 
who spoke to my staff. 

621. Anything may have happened. As far as we are 
concerned, we are trying to find out. Now?- -The infor- 
mation for my stock market report is governed mainly 
by my staff. Jt is then written by a member of ,my staff 
and sometimes re-written by my staff, or myself. 

622. Can we take it that this is information collected 
by your staff and not by you? — Possibly. 

623. Anything is possible again. 1 am asking you the 
question? — Yes, on this occasion, probably so. 

624. Mr. Winn: You take responsibility for this? — I 
always accept the responsibility for my staff, yes. 

625. Did you, in fact, sec this before it was published? 
— Yes. 

626. Did you ask before it was published which member 
of your staff it was who heard these things, and from 
whom? — No, I have faith in my staff and accept the 
responsibility. 

627. Who signed the notes which led to this article? 
— I am not quite with you. 

628. I am sorry : I thought— perhaps I am quite wrong — 
that before you allowed this to be published, you would 
at least have had in front of you notes or a draft, with the 
signature of one member of your staff on it? — No. that 
is not the practice. 

629. So that when it was before you in draft form — or 
did you draft it? — No. 

630. It was in draft form? — It would be in draft form. 

631. Perhaps it was in galley when you saw it? — No, 

I saw it in draft form in the City office. 

632. Was there nothing tg indicate to you which member 
of your staff had produced the draft? — No. 

633. Did you make any enquiries before it was pub- 
lished, as to which member of your staff had produced it? 
—No. 

634. Have you made any inquiries since? — Yes. 

635. Who produced it?— tMy stock-market report on that 
occasion was gathered or written, I think, by Mr. Henry 
Smale, a member of my staff. 

636. Henry Smale wrote this actual text, did he? — 
Wrote the text, yes. 

637. Has he told you since, from whom he got this 
information ? — No. 

638. Do you not take any interest in the fact that you 
have been recorded as reporting something of importance? 
— I have complete faith, based on a period of years, in 
the accuracy of reporting of my staff. 

639. And because faith will move mountains, you have 
chosen not to find out how much truth there is in it? — 

I assume my reports are accurate from my staff, and 
accept them as such. 

640. And you have not asked Smale from whom he got 
it? — No. 

641. But this much is clear, is it not, although I did 
nof understand it ten minutes ago, that you personally did 
not have a tittle of information to justify you in authoris- 
ing the publication of this article?— I had certainly heard 
suggestions myself in a casual way. 

642. Tell us from whom?— I cannot tell you from 
whom, because I met so many people. 

643. What were the suggestions? — For example, at 
lunch- time when one goes out and meets a lot of people, 
one hears a lot of stories of this and that, of gossip in 
the market. 

644. Do you publish everything you hear at lunch-time 
or m bars? — No. 

645. Go on, please: on this particular day before you 

published this, where, from whom, and what did you hear? 
— I oannot tell you because I was in a certain state of 
confusion that day because I bad to- cover 

646. Did you say “ confusion ”?— Confusion, yes, in the 
sense that I had to cover the whole of the Bank rate 

B* 2 
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change proceedings, the stock market report, the stock 
market reaction, the reaction as a result on other indus- 
tries, and effects of the Bank rate changing. It is very 
difficult covering a story so complicated and so complex 
as that, to keep a complete grip on everything that is 
going on that day. 

647. In case there is any confusion on my part now, I 
give you one last chance. Does it come down to this 
that this article headed “ The Query ” stating what top City 
stockbrokers were asking referring to inspired selling, is, 
as faT as you are concerned, a Smale tale in which you 
have faith? — That is right. 

Mr. Gerald Gardiner : May I ask leave to represent this 
witness and the next two. Your Lordship may remember 
saying on the 21st November: “We are prepared to con- 
sider such applications today, or at any time when the 
Tribunal is sitting This appears to be the first witness 
who has been attacked, though the Attorney General said 
he is not attacking anybody. 

Chairman: Mr. Gardiner, can you help me about this. 
Under the Aot we have a right to grant legal representa- 
tion to any party interested. At the moment, speaking 
for myself and I think for my colleagues, we are of opinion 
that “ a person appearing to them to be interested ”, 
within the meaning of the Act, is somebody against whom 
some allegation or suggestion has been made. I do not 
think, whatever we may think of Mr. Ellis, that any 
allegations have been made against him into which we are 
inquiring. He is here to assist the Tribunal, if possible, 
in order to ascertain the facts. If every witness is repre- 
sented by Counsel, the whole proceedings would be out 
of control. We must limit them to those who are interested 
in a real sense. 

Mr. Gardiner : It is because I would submit Mr. Ellis 
is interested in a real sense, that I make the application. 
Anyone, I venture to submit, would describe the examina- 
tion which has just taken place as a cross-examination, 
rather than examination in chief. 

Mr. Faulks : I must say that if Mr. Gardiner is to repre- 
sent this witness, I would feel it my duty to ask him some 
questions with regard to the attacks that he has made 
on financial journalists in a number of other items in the 
Daily Express. I have in front of me, for instance, the 
issue of the 2nd October where he talks of the “ Case of 
the Reform Club”. 

Chairman : I am not sure to what your interruption is 
directed. You will have an opportunity of cross- 
examining this witness in any event. 

Mr. Faulks: I was not going to because I imagined 
exactly what your Lordship has said, that it was not 
germane to the inquiry. 

Chairman : It may be germane to your case, as appear- 
ing on behalf of the Daily Telegraph ; I do not know. 
You see, Mr. Gardiner, at the moment we have limited 
the representations of the press to people against whom 
accusations were made, namely, people who have seen the 
Chancellor. 



Mr. Gardiner : They were, none of them, witnesses who 
when called can be fairly described as having been attacked 
by my learned friend, yet they have been represented. 
This is the first witness whom the learned Attorney- 
General or his learned junior has attacked. 

The Attorney-General: With great respect, your Lord- 
ship has heard what my learned friend has said. There 
has, in my submission, been no attack made cm this wit- 
ness. As I indicated in opening this morning, it would 
be our duty, as I said, to press and to probe by cross- 
examination to elioit the facts to be put before the 
Tribunal. In my submission, what my learned friend Mr. 
Winn has asked this witness has been doing nothing more 
than to press and probe in order to try and elicit on what 
grounds and information such allegations were contained 
in the newspaper. 

Mr. Gardiner : If I might add a word to that in reply, 
of course the whole of this witness’s examination has been 
directed not to any statement of fact made by him except 
about what was being said in the Stock Exchange. I must 
assume, since the witness has been called and the ques- 
tions have been asked, that they do relate to the questions 
before the Tribunal. I suppose the two questions from 
the point of view of the public are, who was it who sold, 
if anyone, and, if so, what information did they have. The 
bearing on that of the evidence of these different repre- 
sentatives of the press may seem somewhat obscure, but 
one must assume that since they are called they are called 
to relate to the questions which the Tribunal has to con- 
sider, though one would perhaps have apprehended that 
the first witnesses to- be called would be witnesses who 
would say who it was sold and what information they had. 

Chairman: May I interrupt you there, because really 
there must be no misconception about this. The press 
are called because they were the people who brought the 
matter to light and it is only from the press and tracing 
back to jobbers and stockbrokers that they talked to that 
we can ever hope to elucidate the facts of this case. What 
we are aiming to get at are actual deals, as you suggest, 
but we must work backwards. 

Mr. Gardiner : I apprehend there could be no difficulty 
.in ascertaining whether sales took place and, if so, who 
it was who sold, or, secondly, what information those who 
sold had. All this witness’s article was purporting to deal 
with was what was in fact being said among stockbrokers 
an the City. As he said, he has a staff of six under his 
direction, which is very much what Mr. Francis of the 
Financial Times said ; he gets has information by talking 
to people and he says in the course of that day he saw 
about 50 people, his staff did so too, and he then sits 
down at the end of the day to give a fair account of what 
is being said. Of course, more than two months later, 
when 'he is asked who of the 50 he saw on a particular 
day. naturally enough he cannot remember. 

Chairman : If is just after half past 4 and I think we 
will give our ruling first thing in the morning. 



( Adjourned to tomorrow at 10.30 a.m.) 
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Mr. C. S. Bennett 

Mr. D. M. J. Dear 



Mr. Vick: May I make an application on behalf of 
Miss Chataway? My application is that we be supplied 
with a copy of the Memorandum of the alleged prima 
facie evidence which Mr. Wilson sent to the Prime 
Minister, I believe, on the 9th October. My reason is that 
I believe from the Attorney-General’s opening that it 
makes some reference to the alleged conversation between 
Miss Chataway and Mr. Pumphrey in the train. 
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The Attorney-General: I read out the paragraph of that 
Memorandum — and there is only one paragraph — which 
relates to that incident, and I read it out completely so 
that it is rcorded on the Shorthand Note, or indeed my 
learned friend could have taken a note of it. We can 
supply him with a copy of that paragraph if he desires, 
but I do not myself see any reason for supplying him with 
the whole Memorandum. 
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Chairman: Mr. Vick, I do not at the moment see that 
you are in any embarrassment, because, as the Attorney- 
General has said, he has read out the whole paragraph. 

Mr. Vick: T accept that assurance from the Attorney- 
General. If that is the only part of that Memorandum 
which relates to my client, I am content. 

Chairman: I think we must leave it. Tf you find your- 
self embarrassed, mention the matter again. 

Mr. Vick: I am much obliged, my Lord. 

Mr. Frederick J / 

Chairman : You are still under oath. 

Mr. Winn : I had no further questions. 



3rd December 1957 

Chairman : Mr. Gardiner, the Tribunal have given your 
application anxious consideration. They have come to the 
conclusion that they must refuse the application. I n o ur 
view Mr. Ellis and the other representatives of the Daily 
Express cannot possibly be looked upon as parties 
interested .within the meaning of the Act. There are no 
suggestions of impropriety against them, and really their 
function is, like any other witness, to answer the ques- 
tions and reveal such facts and names as he can. 

Mr. Gardiner: If your Lordship pleases. 



es Ellis, recalled 

Chairman: Does anybody wish to ask Mr. Ellis a 
question? ( No response .) 



By The Tribunal 



648. Chairman : Can you help me a little more on this? 
On the 2nd October there was an article, I think under 
your name, headed : “ Stock Exchange Asked for Inquiry. 
Have you got that?— Yes. 

649. 1 see you refer there to four different rumours, if 
1 may use that term. You say, first of all : “ The case 
of the Reform Club. Treasury men and financial jour- 
nalists are often seen taking coffee together in the Pall 
Mall Club. It is said that over the coffee cups some of 
the journalists were able to glean sufficient information of 
the pending Government decisions.” What was that based 
on? — I think you must appreciate that on the Thursday 
the Bank rate was changed I went to America. I was 
there for approximately eleven days before I came back, 
and on the morning of my return I saw that rather more 
prominence had been given to the alleged leak. I went 
through the other newspapers over the weekend to put 
myself in the picture, and when I came to the office in 
the morning I consulted my deputy as to what had been 
going on in my absence in relation to this. I misunder- 
stood him on one point. In the case of the Reform Club 
I assumed that that had been talked around the City. I now 
know that it was a conversation he had with another 
colleague of mine. I assumed that that was a story being 
told in the City, and 1 knew that there had been a 
precedent for the Reform Club being used by the Chan- 
cellor of the Exchequer to meet certain journalists, and, 
trying to find out where a possible leak could have arisen, 

I wrote that. It. might bo one of the ways it leaked out. 

650. It was something you were told by one of your 

assistants?— Yes, a discussion with my deputy Mr. Derek 
Dale. , , 

651. The second one refers to the newspapermen who 
went to the Treasury, and the third is in these terms: 

“ In certain quarters it is suggested that the information 
seeped out of the Bank of England itself ”?— That I heard 
had been suggested in the City, rather on the same basts. 

I did not believe it personally. About that time I thought 
there was sufficient going on in the City to justify some 
sort of enquiry, so I printed it and described these rumours 
as something more like a film script. 

652. From whom did you hear that?— That was being 
briefed by my assistant as I came back from America. 

1 did not hear it direct from anybody in the City. 

653. Who briefed you on that?— My assistant, Mr. 

° 654. Lastly you say : “ And in the City they are openly 
naming one of the big insurance companies as a heavy 
seller of gilt-edged in advance of the Bank rate change. 
Some of the sales were made through a ‘Top hat’ firm 
of brokers, specialising in gilt-edged stocks.” Where did 
that information come from?— I met a leading stock- 
broker outside an office in the City 

655. Pausing there, who was that? — Mr. John Elkington. 

656. And his firm? — Joseph Sebag. 

657. And you met him in the City? — We just chatted 
and talked about the gilt-edged market and the suggestion 
that there had been a leak. I said: “What did you 
hear?” and he did not actually say the words, but he put 
his thumb over his back pointing to an insurance office. 

658. What insurance office was that? — That was the 
Royal Exchange Assurance Company’s office. 

659 When you go on : “ Some of the sales were made 

throueh a ‘ Top hat ’ firm of brokers, specialising in gilt- 
edged stocks,” was that again Sebag’s?— That was at the 
time I said : “ Who did the selling?’ , and he said: The 

big firms, “ and it would be natural that a big insurance 
company would use a big firm. 

660 On the 23rd October there is another article. Do 
you see the paragraph in that article under the words 
“ The Buzzes ”? — Yes. 



661. And the first buzz is: “That a big insurance com- 

pany was the biggest seller ”?— That was based on the 
same. . _ 

662. That was based on the same information? — Yes. 

663. Then the third one is: “That a prominent mer- 
chant bank did some selling”? — I just heard that as a 
rumour in the City. I cannot remember which particular 
person told me that. No names were mentioned. It was 
just suggested in general conversation that some of the 
selling had come from a merchant bank. 

664. Fourthly : “ That some of the firms concerned have 
some curious inter-linking directorships.” What is that in 
reference to?— In relation to the Royal Exchange Assur- 
ance Company ; there are directors who, I believe, are also 
directors of the Bank of England, and it was just suggested 
to me in the same sort of general conversation that because 
of that, that may be a possible reason for holding some 
sort of impartial inquiry. 

665. That is descending to some detail. Who told you 
that? — I am afraid I cannot remember who told me that. 
That was at the same time as I had been told the other 
things, about a merchant bank. I cannot recall where pre- 
cisely I heard that information. 

666. Mr. Milner Holland: On the same page in the 
article of the 23rd October is the “leading financial 
journalist” there referred to who “was able to pick up 
enough information in the City to write an inspired report 
the night before Bank rate day,” Mr. Whitmore of the 
Daily Telegraph ? — Yes. 

667 Mr. Veale: On the 1st October there is an article 
headed : “ Back from Washington City Editor Frederick 
Ellis Issues a Challenge on — That Leak.” Have you got 
that?— Yes. .. . .. 

668. The third paragraph says : Certain sections ox the 

Stock Exchange complain that there was such a leakage 
leading to the sale of upwards of £10,000,000 of gilt-edged 
stock.” Where did you get that figure from?— You will 
appreciate that I was out of the country in the previous 
week and I had to get that from my assistant, who had 
previously written about that event earlier in the week. 

669. That is Mr. Dale?— Mr. Dale, yes. 

670. Then the next paragraph : “ Blue blooded Stock 
Exchange names are involved, as I was informed by high- 
level British officials in New York”. What does that 
refer to?— Actually I think that New York should be 
Washington. That is an error on my part, having just 
not back after a very tiring flight, and I had just heard that 
fn Washington where there were an enormous number ot 
British officials for the International Monetary Fund 
Meetings, which I had been attending. 

671. What is the reference to blue blood? That is a 
journalistic term for very top level stockbrokers— a collo- 

^672! It refers to stockbrokers? — To a top level stock- 

b> 67L Did you intend the public to understand stock- 
brokers, or did you intend the public to understand 
members of the Peerage?— No, stockbrokers. 

674 At all events, you had no thought in your mind 
when you wrote that of blue blood being in any way 
connected with any titled person? — Certainly not. 

675. Had you heard anything about any titled person?— 

N * Chairman : Are there any questions that anyone desires 
to put to this witness arising out of the answers he has 
given? . . .Thank you, Mr. Ellis. 

Witness: May I have your permission, if need be, to 
withdraw from the precincts of the Tribunal during the 
day, subject to recall? 

Chairman: Certainly. 
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Witness : I have my work to do. 

Chairman : Mr. Attorney, I think any witness who has 
given evidence is at liberty to leave the hall, and if it is 
necessary to recall him, somebody can get in touch with 
him. 
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The Attorney-General: Certainly. We are endeavouring 
not to call witnesses here until the latest possible moment, 
so as to avoid their waiting a long time, but it is difficult 
to tell how quickly you will go, and some may have to 
wait a little time. 



Mr. Frederick James Ellis 



( The Witness withdrew .) 



Mr. Derek 
Examined b; 

676. Mr. Derek Dale of 392, Upper Elmers End Road, 
Beckenham? — That is correct. 

677. Are you the Deputy City Editor of the Daily 
Express ? — I am. 

678. During Mr. Ellis’ absence in America from the 19th 
to 29th September, were you in charge of the City Office? 
— I was. 

679. Did you write some articles yourself during Mr. 
Ellis’ absence? — I did. 

680. Was there one on the 26th September, or was the 
27th the first you wrote? — There was one on the 26th 
September. 

681. On whait information did you base what you 
wrote on 'the 26th ? — Is there one specific point? 

682. No, just in general, what had you in your mind 
when you wrote your article on the 26th? — The general 
basis of ithe article was as a result of conversations that 
the City Office staff had with people in the City on 
that day. 

683. Had you personally had any conversation with 
anybody in the Stock Exchange or City? — I had personal 
conversations with people in the Stock Exchange, yes. 

684. Any particular jobber? — I had a number of con- 
versations on that day, and I cannot reoollect the indi- 
vidual people I spoke to, but I would like to make the 
point that none of the conversations I had, the sources 
of which I cannot recall, are, in fact, included in this 
article. 

685. Was one partner in the firm of jobbers called 
Wedd & Owen, one of the people to whom you had 
talked? — I did not speak to a partner of Wedd & Owen 
personally. 

686. Did one of your staff give you information derived 
by him from Wedd & Owen? — Yes. 

687. What was the name of 'the member of the staff? — 
Mr. Smale, who checked the text of the Wedd & Owen 
letter on my behalf. 

688. I see that in the article of the 26th (which is at 
page 26) in the second paragraph you write : “ There 
was heavy selling of Government securities the afternoon 
before. One Stock Exchange firm has told its clients 
that it will conduct no more ‘ after hours ’ deals, because 
its facilities were so much ‘ abused ’ then That was 
the Wedd & Owen circular letter? — That was a reference 
to the circular letter. 

689. Sent round on the 24th? — It did not come into 
my possession on the 24th. 

690. Mr. Smale checked the text of it, did he? — He 
checked the text. 

691. Do you know whether Mr. Smale interviewed one 
of the partners of the firm about the letter?— I believe 
he did. 

692. Then you see that you wrote in the last para- 
graph of the third column: “Then everyone will know 
the news at once — but no one will be in a position to take 
early advantage of it”. You were apparently sug- 
gesting that someone on this occasion had been in a 
position to take early advantage of the news of the 
change ; is that right? — May I just establish one point : 

I thought you were questioning me on a news story I 
wrote on the 26th September; I only now realise that 
your questions are directed towards the City Column on 
that day. . . , , 

693. I am sorry, if I did not give you the right reference. 
Wlhat I have before me is “ The City by Derek Dale. Let 
us stop this Bank rate farce”. You have that? — I have 
that in front of me now. 

694. It is to that that I am referring and to the last 
paragraph in the third column where you say “Then 
everyone will know the news at once ? I would say 
on that point that it was a very simple matter, that the 
Bank rate is announced at ten to twelve, and the stock- 
brokers are obviously the first people to hear of it. The 
general public does not learn about any change in the 
Bank rate until, either they have read it in the newspapers 
or heard it on the wireless. My assumption was that 
if there was an advantage that could possibly be taken 
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of prior information, then the stockbrokers would have 
that opportunity. 

695. The suggestion was no more than that the news 
ought to be announced when the House was closed, and 
not when it was open? — That was the opinion I was 
endeavouring to express. 

696. You were not meaning to suggest .that someone 
in the Stock Exchange had had information before other 
people? — No. 

697. Then I suppose you and your colleagues talked 
the whole matter over between yourselves, and with a 
number of people in the City, did you?— The Bank rate 
in general, yes. 

698. And you then wrote another article on the 27.th, 
did you not? Before I come to that, on the same page 
to which I was referring before, the City page of the 26th, 
in the leader, you wrote “Was somebody in the City 
tipped off about the 2 per cent, rise in the Bank rate? 
Evidence pointing to foreknowledge accumulates ”. Was 
there any evidence of which you had knowledge then, 
other than what you refer to in the following para- 
graph? — Before I answer that question, I would like to 
make one point clear that that article that you are referring 
to now, appeared in the leader column of the newspaper. 

699. Do you not write that? — No. 

700. Who wrote that?— I have no idea. It would have 
been produced by one of the newspaper’s leader writers. 

701. I am sorry, mine is reproduced on one page, but 
that is really a front page leader, is it? — It is a leader that 
appeared on that day. 

702. On a centre page probably. The leader writer 
stated that evidence was accumulating pointing to fore- 
knowledge. Had you given him notes for his leader?— 
I had given him no notes for a leader at all. _ It is 
conceivable that I may have informally discussed it with 
him, but I could not commit myself on that. 

703. Do you remember telling the writer of that leader, 
whoever he was, that you thought evidence was accumu- 
lating of foreknowledge? — No. 

704. Did you think that at .the time?— Yes. 

705. On what basis?— I would say solely on the basis 
of the Wedd & Owen letter, which to my mind was quite 
an unprecedented step for a firm of gilt-edged dealers to 
take, and it seemed to me that the whole tenor of the 
letter indicated that, at least, in ithe opinion of this firm 
somebody had had some sort of knowledge on which 
they had acted. 

706. That was one piece of evidence. Was it, dn your 
opinion, to be added to something else? If so, what 
else? — I would have said that it could have been added 
to the basis of 'the story I wrote on the 26th September, 
in which we referred to a figure of £10 million as being 
an estimate of the amount of stock sold. 

707. Sold during the day? — I am not quite certain, 
looking at this cutting now, that there is a context in 
which it could be taken, but to my mind the figure of 
£10 million referred to sales after hours on the Wednesday 
evening, and on the Thursday morning up until the time 
the Bank rate changed at ten to twelve. 

708. We shall have the actual figures in due course in 
the inquiry. Then, on the 27th you wrote an article, I 
think, with the help of a Mr. Cassavetti? — Not physically 
with his help ; he subscribed to the story. 

709. Is Mr. Cassavetti a member of your staff? — Not of 
the City Office staff. 

710. Of the main editorial staff of the Daily Express ? — 
He is Mr. Marks’ assistant. 

711. Does Mr. Cassavetti spend time in the City picking 
up information? — No. 

712. So that you were really holding a policy talk with 
Mr. Cassavetti, were you, before writing this article? — 
Perhaps I could explain to you the way this joint by-line 
arises in the newspaper. Several journalists may write 
stories, not necessarily with reference to each other. These 
stories are presented to a sub-editor who combines the 
stories into one, and a joint by-line would appear on the 
story. I had no conversation with Mr. Cassavetti before 
publication of this story. 

B*4 
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713. Let us look at what you wrote then. Had you had 
any fresh information, from any source, between writing 
the article of the 26th and writing that one of the 27th? 
— No fresh information relating to the allegations of the 
Bank rate leak, except that some outstanding points that 
had been raised in other places were clarified in this article. 

714. You mean by that, that your own mind, you felt, 
was clearer about them and you put them into this form? 
— Yes. 

715. And in this article you wrote a number of ques- 
tions, did you not? — Yes. 

716. Had you any particular information which led you 
pose these questions? — Taking the questions in order: 

“ Question No. 1 : Was there any official briefing of 
journalists ”. That arose out of an article I read in the 
Manchester Guardian on the previous day, which suggested 
that some journalists had been to the Treasury. 

717. And you give the answer as having come imme- 
diately from the Treasury: No, there was no official 
briefing? — That is correct. 

718. Did you enquire of the Treasury before giving that 
answer? — Yes. 

719. Do you know to whom you spoke? — To the best 
of my recollection, it was Mr. Woods in the Treasury 
Press Office, but I would stand to be corrected on that. 

720. And it was clearly asked by you, was it, whether 
there had been any briefing of journalists about any of the 
policy plans?— Yes, the basis of that question was that 1 
was wondering in my own mind whether there had been 
any sort of briefing of journalists and the Daily Express 
had been overlooked. 

721. Then you put the second question forward: “Was 
there any unofficial briefing ”? — Yes. 

722. Did you ask that of Mr. Woods too?— Yes. 

723. You say he delayed two hours before replying 
“ No comment ”? — Yes. 

724. Was it during lunch, or what time of the day? — 
To the best of my recollection I got his answer at about 
half past four, so I would assume that I asked the question, 
either after lunch or allowed for the lunch interval if I 
asked it before lunch. 

725. Then you put forward question No. 3: “Was 
anybody else taken into the Government’s confidence 
officially, or unofficially? Answer to this is, first, that the 
Chairmen of the eleven leading Banks were summoned by 
the Chancellor, Mr. Peter Thorneycroft, and told to 
lighten the squeeze on overdrafts. But that was eight days 
before the Bank rate changed ”. How had you learned' 
that? — Again, the original question was posed in my mind 
by the article in the Manchester Guardian of that morning, 
and I checked with the Banking Information Services, who 
act as public relations officers to the London Clearing 
Banks, to ascertain if any such meeting had taken place, 
and I learned from the Banking Information Services that 
there was, in fact, a meeting, but it took place on the 
Wednesday of the previous week. 

726. It took place on the 11th?— Yes, it would have 

been. . „ 

727. To that extent it was a correction of what the 
Manchester Guardian had said?— To that extent, yes. 

728. Then you went on : “ Officially it was conceded 
last night, that Mr. Thorneycroft’s plan to clamp down as 
well on State and municipal spending, was known by 
several people — including representatives of the State 
industries ”? — That was where Mr. Cassavetti came in. 

729. Did he tell you?— No, as I explained, that para- 
graph is extracted from the story he provided. 

730. Do you mean that, that you left it to him to write 
this paragraph headed “ In the Know ”? — I did not 
actually leave it to him to write. That was part of the 
story that he had gathered from his political sources, 
presumably, and was contained in the story he submitted. 

731. Therefore, you would not know what he meant by 
saying “Officially it was conceded last night”? — I would 
not know. 

732. Then the article goes on: ‘How many people 
knew in advance of the Bank rate rise? The official claim 
last night was: Nobody beyond a few men at the 
Treasury and Bank of England.” Is that Mr. Cassavetti 
or yourself?— Mr. Cassavetti. 

733. And you have no knowledge of that statement? — 
No knowledge at all. 

734. What about the next bit: “The £10,000,000 sell- 
out began twenty hours before the Bank rate announce- 
ment”?— That would have been extracted from my story. 

735. “Estimated profit to the sellers, £300,000.” That 
is just your estimate, is it? — Yes, an estimate based on 
the fact that £10,000,000 had in fact changed hands as 
the gilt-edged prices fell an average of £3, it would have 



indicated that if the bargains had been closed at once 
there would have been a profit of that figure. 

736. Who had given you the figure of £10,000,000? — 
It was obtained by a member of my staff on the day the 
Wedd & Owen letter was published. 

737. About the rest I do not think I need ask you any 
questions, except the last paragraph but one: “Yesterday 
it was reported in the City that a journalist of one news- 
paper received a special Treasury briefing on that crucial 
day before the Bank rate rise.” To whom was that refer- 
ence intended to be made? — I had no specific journalist in 
mind at that time. It was only reported to me that a 
journalist had been there. 

738. Who reported that to you? — I cannot recollect 
the source. 

739. You cannot remember? — No. I mean, we were 
speaking to a tremendous number of journalists, as you 
will appreciate, and also it was evident, as it now tran- 
spires, that quite a lot of journalists did in fact go there, 
so many people might have been expressing that view 
with a different individual in mind. 

740. But the view that you were repeating was that a 
journalist of one newspaper received special briefing? — 
Yes. 

741. Which newspaper? — I have no idea which news- 
paper it was. As I said in the story, it was reported in 
the City. I am afraid I cannot recollect the source that 
told me, and no newspaper was in fact mentioned. 

742. The man that spoke to you did not name the news- 
paper, did not name the journalist, and you do not 
■remember who it was who told you?— That is correct; 
except I would say that this had appeared in the 
Manchester Guardian of the previous day, and it may 
well have been that the person I spoke to was only 
telling me what he had read in the Manchester 
Guardian. 

743. Then on the 28th September there was a further 
article under your name, was there not?— Yes. 

744. Page 40. Would that be on the City page, too?— 

If we are looking at the same story, the one headed “ The 
City Keeps on Asking Leak Questions ” 

745. Yes ? — that appeared on page 1 of the news- 
paper. . . . __ 

746. So that it was given a prominent position? — Yes. 

747. And you wrote this wholly yourself, did you? — 
Yes. 

748. Was “ a flurry of talk ” raised in the city on the 

27th?— Yes. , m 

749. Were these questions being asked then?— These 
took the general form of questions, that were being asked. 
I mean, they were the outstanding points that were in 
people’s minds. But I must, of course, admit that a certain 
amount of journalistic licence was employed to present 
the story in this form. 

750. The second question is what you called the 2 per 
cent, question: “Why was the immediate reaction of 
dealers in Government stock, when the Bank rate nse 
was announced, to call the sudden advance selling 
‘ inspired ’? This view was widespread, and the people 
best placed to know what happens in the gilt-edged market 
are these dealers.” Did you ever hear a dealer in the 
gilt-edged market use the term “‘inspired’ selling”?— I 
never myself heard that wording used, but of course by 
this time it had passed into common currency when dis- 
cussing the event. 

751. So far as the reports from your staff go, did they 
identify to you any particular dealer who had spoken of 
“ * inspired ’ selling ”? — They did. 

752. Who was the dealer? — The question was asked of 

Mr. Ellis yesterday, and he answered that Mr. Smale was 
the source. _ , 

753. Mr. Smale was the source. That means, does it, 

that the original source would be the same named yester- 
day, Mr. Baron?— No, I do not think Mr. Ellis gave the 
name. . , „ T , 

754. Do you know the original source7— 1 do. 

755. What name, please?— I would like your direction 
on this point, my Lord. As a journalist I am natural y 
very reluctant to reveal sources of information, especially 
since they did not come to me first-hand. But of course 
if you direct me to, I shall answer the question. 

756. Chairman : Well, Mr. Dale, we appreciate your 
difficulty, but at the same time, in this Inquiry you must 
give the name. — I understand it was Mr. Esmond 
Durlacher. 

757. Mr. Winn : Do you know the name of the firm7 
— Yes, Durlacher Deacon. 
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758. Then the third question refers, of course, to Wedd 
& Owen. I need not ask you any more about that. That 
is right, is it not? — Yes. 

759. The fourth question : “ Why did the heavy selling 
of Government stocks begin only the evening before? 
For three days Government stocks were rising which 
undermines the theory that the sudden heavy selling was 
based merely on intelligent anticipation.” That, I suppose, 
is just comment on what you had learnt as the trend of 
the market? — Yes.. 

760. The fifth question: “Why were some morning 
newspapers in a position to say, on the day the Bank 
rate rise was announced, that important changes in Govern- 
ment policy were imminent? One newspaper made the 
direct suggestion that there might be a change in the 
Bank rate.” Is that a reference to the Daily Telegraph ? 
— Yes. 

761. The sixth question: “Why has the Treasury said 
only ‘ No comment ’ ”, I suppose that arises from what 
you had said before? — Yes. 

762. The seventh question: “A day before the Bank 
rate rise, stockbrokers were laying cash bets at long odds 
against any rise. Why did a rise become an * odds-on 
chance ’ in the last hours before it was announced? ” 
Are you suggesting, or meaning to suggest by that, that 
betting on the Stock Exchange did change round during 
the evening of the 18th? — Or on the morning of the 19th. 

763. Had you heard of any actual bets laid that Bank 
rate would rise? — No. 

764. Is this intended as a statement that odds were 
being laid on the Stock Exchange on a rise in the Bank 
rate? — Would you mind repeating that question? 

765. Is this meant to be a statement that betting on 
the Stock Exchange was odds on a rise in the Bank rate, 
either on the morning of the 19th or late on the 18th? — 
Yes. 

766. Of what bets to that effect had you heard? — I had 
no personal knowledge of any bets, but it is well known 
that stockbrokers will place bets on practically anything, 
and so when the point was made to me I knew from 
previous experience that this is the practice, so I did not 
establish whether in fact betting had gone on. 

767. It is one thing, of course, to say that they were 
betting, but did you know of any bets that Bank rate 
would rise? — I had no knowledge of any bet placed on 
that. 

768. Did any member of your staff tell you of any such 
bet being placed? — No. 

769. You really were just drawing a picturesque bow, 

were you, at an easy target? — No. You asked whether 
any member of my staff had told me about this, and 1 
answered No, but I ■ 

770. Did you mean that somebody else did tell you? — 
Yes. 

771. Who was 'that? — I heard it from a Mr. Frank 
Martin of the Sunday Express. 

772. Is he a City office man?— He is. 

773. Did he tell you who had laid such a bet? — No. 

774. Or in what quantity, what amount of money? — 
No. 

775. Or how many such bets? — No. 

776. Now, Mr. Ellis has told us that when he came 
back from America he had a talk with you in order to 
bring himself up to date. Is that right? — That is correct. 



777. Did you see Mr. Ellis’s article, or the article under 
Mr. Ellis’s name, published on the 2nd October? — I have 
seen that article, yes. 

778. Is it a fact that you told Mr. Ellis any of these 

things that he wrote in that article? — Naturally when he 
returned the events of the preceding days had been very 
hectic, and we had a very long conversation as to whqt 
had taken place. I cannot obviously recollect everything 
I told him, but certainly I did recall to his mind the basis 
of paragraph 1, which was 

779. What was the basis? — “The case of the Reform 
Club ”. It was quite well known in City circles that such 
informal meetings between journalists and Treasury men 
did take place at the Reform Club. We were at this 
time concerned with the point that journalists had seen 
Government officials, and I put this forward to him as a 
circumstance in which such a meeting could have arisen. 

780. Could have arisen, or had arisen? Were you 
telling him it had arisen? — I told him it could have 
arisen. 

781. He wrote: “The Case of the Reform Club. 
Treasury men and financial journalists are often seen 
taking coffee together in the Pall Mall Club. It is said 
that over the coffee cups some of the journalists were 
able to glean sufficient indication of the pending Govern- 
ment decision.” Did you tell him that was what had 
happened? — To the best of my recollection, I did not 
give him that information. 

782. You had put it forward only as a possible explana- 
tion? — -The first paragraph of that question, yes. 

783. I am asking you about the “journalists were able 
to glean ”. Did you say that to Mr. Ellis? — I cannot 
recollect whether I did or not, I am afraid. 

784. Would you have had any basis, any .information 
on which you could have said that to him? — I would 
not have had any information. 

785. You would not? — No. 

786. No. 3: “In certain quarters it is suggested the 
information seeped out of the Bank of England itself.” 
Had that been suggested to you? — No suggestion of that 
nature can I recollect having been made to me. 

787. Did you tell Mr. Ellis that that was where the 
information might have come from? — It is not in my 
recollection that I did. 

788. Might you have done without remembering it? — 

I suppose it is possible, but 

789. Would you make a suggestion like that, that 
information had come from the Bank of England, without 
having some foundation for making it? — It would seem 
to me to be unlikely. 

790. What foundation had you? — I said, it would seem 

to me to be unlikely that I would have put it to him 
without 

791. Are you aware now of any foundation whatsoever 
for suggesting that information came from the Bank of 
England itself? — No. 

792. “In the City they are openly naming one of the 
big insurance companies as a heavy seller.” Had you 
given Mr. Ellis that information? — No. 

793. Had you any information that a big insurance 
company had been a heavy seller? — No. 



By The Tribunal 



794. Chairman: Going back to the 26th September, 

you have been asked about the City article. I wanted to 
clear up one matter on what, I suppose, is a front page 
article. It is headed: "£10,000,000. ‘Day before’ Sellers 
made Killing”? — Yes. . 

795. You see there it says: The allegation that City 

speculators got a tip-off about the 2 per cent, rise in the 
Bank rate was backed up yesterday by a leading Stock 
Exchange firm. The firm confirmed that a flood of selling 
of Government securities began twenty hours before the 
Bank rate change was announced ”?— Yes. 

796. Was the firm that you were referring to Wedd & 
Owen?— Yes. 

796a. And no other?— No other. 

797. Mr. Milner Holland : The suggestion in Mr. Ellis’s 
column on the 2nd October that the information seeped 
out of the Bank of England itself, you agree was a serious 
suggestion? — I would agree that it was. 



798. The Bank rate change, of course, is the responsi- 
bility of the Bank of England? — Yes, the announcing of 
it is. 



799. Were you here when Mr. Ellis gave his evidence 
this morning? — I was. 

800. When he was asked about that, he thought he 
got that information from you? — As I have answered, it 
was not in my recollection that he did, but, as I have said, 
we had a very long conversation and it may well be that 
my recollection is faulty. 



801. So you mean you may have put that suggestion to 
Mr. Ellis?— I would prefer to answer it by saying that 
I cannot categorically remember that I did not. 

802. Had you any information? — No. 

803. It is, of course, very important for us. Had you 
any information suggesting that this seeped out of the 
Bank of England? — None at all. 



(The Witness withdrew .) 
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804. Mr. Derek Marks, I want to take you through the that would be about right. I came back for the Party 

statement that you supplied, and then, having taken you Conference. . , . 

through that, I propose to ask you certain further ques- 831. Although you have described yourself as the Chief 
tions. I see you have a copy of the statement in front Political and Diplomatic Correspondent of the Daily 

of you?— Yes. I wondered whether you were going to Express, you are a Lobby correspondent in the House of 

•• .... - Commons as well, are you not?— Yes, that is the function 

of the Political Correspondent. 

832. On your .return to England did you endeavour to 
inform yourself of all that had happened and been pub- 
lished about this alleged Bank rate leak after your depar- 
ture to Washington?— Yes, indeed. I had been joined in 



use the one that I signed or the other one. 

805. I hope I shall use the one that you have signed. 
Have you given two statements? — I gave a statement that 
was sent to me to be corrected, and I corrected it, and I 
noticed today that you appeared to be using the one I 
had not signed. 



have the one that yon 



need not waste time on that for the moment. We < 
on with some earlier matters. I think the one I propose 
to take you through is the one that you in fact signed. 
That is certainly the one I am going to ask you about. 
You are, are you not, the Chief Political and Diplomatic 
Correspondent of the Daily Express' ? — Yes. 

807. And have you held that position for five years?— 
Yes. 

808. You wrote the article which appeared in the Daily 
Express on the 30th October, did you not?— Yes. 

809. That is page 80. When you wrote that article, do 
you say that it was common knowledge by that time that 
a number of representatives of the Press had been to the 
Treasury on the afternoon of the 18th September to see 
the Chancellor?- — Yes, indeed. 

810. Do you say that there were also current allegations 
that a Treasury brief had been seen by officials of the 
Tory Central Office?— Not to the same extent. It was 
put to me that the Central Office had also been briefed as 



about the initial business of the Bank rate going up and 
about the statements that were made right away— some- 
thing about people selling on the night before — and that is 
all I had heard until I got back here, and I discussed it 
with anyone 1 could find to see what had been going on. 

833. While you were in America or Canada did you 
receive any information from anyone else but Mr. Ellis 
as to this alleged Bank rate leak? — No, 1 do not think so. 

834. Of course, when you came back you discovered, 
if you did not know before, that Mr. Harold Wilson had 
been pressing for an inquiry? — -Yes. 

835. Did you have any discussions with him on this 
subject?— Oh, certainly, yes. 

836. Now I want, if I may, to ask you to come to the 
article that you wrote on the 30th October. Have you got 
it in front of you? — -Yes. 

837. “ The Brief. It is being alleged in the City and in 
Westminster that a confidential brief prepared in the 
Treasury was circulated outside the Civil Service.” You 
have been in this country from the 6th October to this 



the journalte „ you wouldi jllst „ follow 'time, KhmS i i>» n'r 

rough your statement. I think you said that there were to Pans, I think— yes, I went to Paris for the O.E.E.C. 



through your statement. I think you 
also current allegations that a Treasury brief had been 
seen by officials in the Tory Central Office. Is that what 
you said?— That is what I said, indeed. It is loosely 
worded. 

812. We are going through your statement first. Did 
you go on to say : “ From my knowledge of how such 
interviews are conducted — and I have often attended such 
interviews myself — I was certain that whoever saw these 
people would have had a brief to speak from”? — Yes. 

813. That was your view, was it? — Yes. 



meeting ’there, and I was there about five days or a week. 
I am not sure exactly. _ 

838. Who, to your knowledge, had alleged in the City 
that a confidential brief prepared in the Treasury was 
circulated outside the Civil Service?— The City there is a 
word which I can only think I put in because there are 
Members of Parliament who have City interests, and I 
certainly have not been anywhere near the City. 

839. Who was alleging it in Westminster? — I heard in 
Westminster— you remember the House returned on the 



gil Do you follow it up by saying: “ Up to that time 29th October, and with the Economic Affairs debate going 
the Treasury had refused to comment in reply to any on and Mr. Wilson repeating his demand, it was 
questions as to whom the Chancellor had seen”?— Yes. obviously being discussed in the Members lobby by a 

8,5. Do you go on say: “On <he S o assumptions I Z SUtStffiSiS 



put two questions in my article ”? — Yes. 

816. “Into whose hand was the document physically 

passed? ”?— Yes. , , 

817. “To whom were the contents of the document 
disclosed? ”? — Yes. 

818. So that both the alternatives by which the infor- 
mation might have been conveyed were covered? — Yes. 

819. Later in the article did you, to reinforce this point, 



cussions somebody said that not only had the journalists 
been briefed, but also the Central Office had been briefed. 

840. Who said that? — I honestly cannot recall. 

841. Look at the last question but one that you pose 
in that article. Perhaps I had better read the paragraph 
preceding that: “There is no doubt that a number of 
journalists and high officials in certain newspaper organisa- 
tions were given private interviews at the Treasury the 



«iy. L,aier in me arucie uiu yuu, i«uunw uho pmi, nui,* x-- , 

ask • “ Were these conversations, -the conversations with day before the Bank rate change was announced. Yes. 

" * — 842. “The next question is: ‘Were these conversations 

based upon the same document as that which it is claimed 
was passed to the Tory Central Office and from which 
the obvious deduction was that the Bank rate was about 
to be increased? ’ ”. It is right, is it not, that you did 
not know then, that you do not know now, that any 



newspaper representatives, based on the same document 
that which it is claimed was passed to the Tory Central 
Office? ”?— Yes. 

820. And from which the obvious deduction was that 
the Bank rate was about to be increased? — Yes. 

821. Did you go on to say: “I had not then seen a — - - 

copy of the Chancellor’s statement which was handed to document was actually handed to any omciau mat 
the lobby correspondents on the 19th September”? — Yes. correct. 

822. Did you go on then to say : “ I did not know then, 
nor do I know now, whether any document was actually 
handed to any official ”7 — Yes. 

823. That is the statement which was signed by you, 
was it not? — Yes, 

824. On the 30th November?— Yes. 

825. Now I want to ask you a little about this. Were 
you out of England in September?— Yes, I was. 

826 Can you give me the dates?— I left, from memory, 
on September 15th. It was. a Sunday, 1 think. I got back 
exactly three weeks later. That is right, September ; yes, 

jn< 827 Cl You left on the 15th September?— Yes, Sunday, 

15th September, and came back exactly three weeks later. 



843. Why was it that you said in relation to the docu- 
ment in question: . . and from which the obvious 

deduction was that the Bank rate was about to be 
increased ”?— I used the word “document” to cover 
briefing, because, as I said in my statement, when such 
briefings are held it is the invariable practice in my experi- 
ence for Ministers to have a brief to make sure that they 
do not either give away too much or 'that they have got 
the figures right. 

844. Look back at that question : Were these conversa- 

tions based upon the same document . . . from which the 
obvious deduction was that the Bank rate was about to be 
increased.” From what did you make that so-called 
obvious deduction, as you had not seen and did not know 



oog so vou were not in this country at the time of the that any document was actually handed to any official? 

8 „ nf the Bank rate?— No I was aware that the Chancellor had briefed journalists 

^829* And at the time of the allegations which were and someone in Central Office on the changes other than 
blv. /vna «u n .. !. Tt «une mnnifnst to m<> that the Chancellor 



nrpferred on the 20th September?— That is ngnt. the Bank rate. It was manifest to me that the Chancellor 

pi eterr , f V ou are savine vou would not mention the Bank rate to anyone. It stuck 

830. To get it clear, that means ffiat you are out a mile . B ut in my view, if you knew on Wednesday 



were back on the 6th October, that is, 
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that these other measures were going to be taken, knowing 
the overall financial situation of the country, you could 
only come to one conclusion. 

845. Were you here yesterday? — Yes. 

846. That view was not universally shared by any 
means, was it? — It was not, indeed. 

847. You are referring in that question to an obvious 
deduction from the contents of a document which you did 
not know had been passed to anyone at the time you 
wrote that article — or had someone told you that the 
document had been passed? — No. I had no idea a docu- 
ment had been passed. 

848. You did know at the time you wrote that article 
that Mr. Poole had been to the Treasury, did you not? — 
Yes, I did. 

849. And you knew that he had on the 18th September 
ceased to be Chairman of the Conservative Party and had 
become Deputy Chairman? — Yes. 

850. You had seen that, presumably, in the Daily Mail 
of the 19th September? — I telephoned my secretary on 
the 29th and asked her to look out if it was true that 
this story was in the Daily Mail that Mr. Poole had in 
fact gone to the Treasury. 

851. When you come back to the beginning of that 
article, the second paragraph under “The Brief”, you 
say : “ The charge is made that at least one copy went to 
high officials of the Tory Central Office at Abbey House.” 
Was that a charge formulated by you? — Clearly. 

852. Or was it a charge which someone had made to 
you? — Clearly the charge there is being made by myself. 

853. Had anyone at that time told you that a copy had 
gone to a high official of the Tory Central Office? — No. 

854. That was a guess, was it? — No. May I explain 
•this brief? 1 thought I had done so. I did not know, but 
I was fairly content that as Mr. Poole had gone to the 
Treasury he would not go there to discuss anything other 
than what the journalists went there for on that same day. 
But I did not know whether Mr. Poole had seen the 
Chancellor or had seen someone else. One gathered that 
the Chancellor was seeing quite a lot of people that day. 
Mr. Poole might have seen somebody else. Therefore, had 
I said flatly that a Tory official saw the Chancellor, the 
Treasury might very well have denied it, although the 
purpose of his seeing the Chancellor could have been 
equally well fulfilled merely by showing him the brief 
from which the Chancellor was speaking. It was really 
putting the nets over the hole as you put the ferret down. 

855. You have preferred a charge here. I am not con- 
cerned with any speculations on your part, but I am con- 
cerned to know what basis of fact there was in any such 
charge. If you tell me that the charge js merely a 
speculation of yours, then I can leave the matter. Let me 
read it to you again : “ The charge is made that at least 
one copy went to high officials of the Tory Central Office 
at Abbey House”. Had you any information at all — 
leave on one side any assumption — that would justify 
making that charge? — The only information I had was 
that one Tory official had been to the Treasury that day. 

856. Had you any particular official in mind? — No. 

857. You had Mr. Poole in mind? — Yes. 

858. Then you go on : “ These questions now arise on 

the issue of the brief.” You are again there assuming 
the issue of a brief, are you not? — Yes. When you said 
the issue of a brief 

859. Those were your words.— Do you mean the issuing 
of a brief or the existence of a brief? 

860. I mean what I hope I understood you to mean. 
What do you mean by these words : “ These questions now 
arise on the issue of the brief”? — That is the case of the 
existence of the brief. 

861. The existence of the brief? — Yes. 

862. “Into whose hands was the document physically 
passed? To whom were the contents of the document dis- 
closed?” That is meant to be a double-barrelled question? 
— Yes. 

863. Now I want to ask you about the next question : 
“Were any of these people in a position to benefit, or 
connected with concerns in a position to benefit, from the 
information contained in the document?” Mr. Poole was, 
was he not?— I have no idea. 

864. He was in a position to benefit, was he not? — 
Well, obviously he was. 

865. And you knew that he had gone to see the Chan- 
cellor? — Yes. 



866. I am again trying to find out what facts there were 
behind this article. Is it right to say that this article is 
based entirely on the hypothesis that it was Mr. Poole 
who went to see the Chancellor to whom the brief was 
handed, or its contents communicated, and that Mr. Poole 
was the person to whom the third question was directed? 
— No, it is not correct. If I had been certain that Mr. 
Poole had in fact gone when I wrote this article, I would 
have said Mr. Poole went, but all there was was a report 
in the Daily Mail that Mr. Poole had left the meeting, 
and Lord Hailsham had said he had gone to the Treasury. 

I had no means of checking whether Mr. Poole went or 
some other official went. 

867. Instead of stating it positively, were you suggesting 
it? — I was merely stating all the possibilities, posing the 
problems. 

868. Was -this article written by you aimed at Mr. Poole 
or at anyone else? — Certainly not. 

869. Because if it was aimed at anyone else we had 
better find out who it was.— It was certainly not aimed 
at Mr. Poole or anyone else. It was posing the problems, 
if people were briefed on this matter. 

870. You knew at this time, as you have told us, of 
Mr. Poole’s visit to the Treasury? — Yes. 

871. Did you know of the visit of any other official 
from Central Office to the Treasury? — No. 

872. You knew at the time that Mr. Poole was in a 
position to benefit, or connected with concerns in a posi- 
tion to benefit, from advance information about the Bank 
rate? — Quite honestly, odd as it may sound, until after 
this was written I had no idea that Mr. Poole was a 
director of a large number of concerns, or anything else. 

1 only knew him as Chairman of 'the Tory Party. I had 
no idea of his financial interests at all. 

873. I thought you said a few moments ago that you 
had? — Now, obviously, I have. 

874. When did you gain that information? — Once the 
thing started up after the return of the House it became 
fairly clear that Mr. Poole had got very wide financial 
interests. 

875. Do you know Mr. Robert John Edwards of the 
Sunday Express ? — I do. 

876. I suppose you meet him from time to time, do you 
not? — Yes. 

877. And as journalists on papers which are closely 
associated you discuss matters of common interest? — We 
meet very infrequently, very rarely. 

878. Before the Sunday Express published a paragraph 
under the title of “Ephraim Hardcastle”, had you any 
advance knowledge that any such paragraph was going 
to be published? — None whatever. 

879. It came as a surprise to you? — I was appalled by 
it, frankly. 

880. You were appalled by it? — Yes, I was. 

881. Was it naming the person whom you knew when 
you wrote the article of the 30th had gone to the 
Treasury? — Whom I had assumed to have gone to the 
Treasury. 

882. You had assumed? — I had assumed. 

883. On what information? — On the information that 
Lord Hailsham had announced he had gone to the 
Treasury. 

884. Is it right that you had nothing to do with the 
appearance or content of that paragraph in the Sunday 
Express' ? — Nothing whatever. 

885. Did you see the questions that were tabled by Sir 
Leslie Plummer? — Yes. 

886. Did you have any conversation with him about 
them? — I asked him about them, certainly. 

887. What did you ask him? — I really cannot remem- 
ber. I asked him if they were going to go down. 

888. What was that? — I am trying to think. 

889. It is very hard to hear sometimes? — I am trying 
to think what exactly I asked him. One has spoken to 
so many people on this thing. I really cannot remember 
what I asked him. 

890. He has said that a number of lobby correspondents 
asked him if he was going to mention Mr. Poole’s name. 
Were you one of those lobby correspondents?— I was not. 

891. Again I want to come back, if I may, to informa- 
tion, and I think this concludes the matter. You had, 
when you wrote this article of the 30th October, no 
fresh information on which to base any allegations? — 
None whatever. 



(The Witness withdrew .) 
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892. Your names are Robert John Edwards?— Yes. 

893. You live at 27, Rant Meadow, Hemelhempstead? 
— Yes. 

894. Are you the Deputy Editor of the Sunday 
Express' ? — Yes. 

895. You have held that post for about six months? — 
Correct. 

896. Before that I think you were working for the 
Evening Standard ? — Y es. 

897. You know Mr. Derek Marks, do you? — Yes, I do. 

898. Do you sometimes talk with him about common 
policy and common presentation of material? — Never. 

899. Never? — I have never discussed that question with 
him at all. 

900. There is no association at all between the papers 
in that respect? — None whatsoever. As far as news and 
features are concerned, we compete. 

901. With the same reporters? — And the same with 
reporters. We have different reporters from the Daily 
Express, except on Saturdays. 

902. An entirely different reporting staff? — An entirely 
different reporting staff. 

903. Except on Saturdays? — On Saturdays we have one 
or two of the Daily Express and from others newspapers 
who come in for a Saturday turn of general reporting. 

904. That provides some of the material for the Sunday 
Express, does it? — Yes ; but we also have people from 
other newspapers entirely on Saturdays. 

905. Did you yourself write an article under the name 
of Ephraim Hardcastle? — No, I did not write it, but I 
was responsible for it appearing. 

906. You decided that it should toe published? — Yes, 

I suggested it. 

907. Do you mean by saying you suggested it that 
you called for it? — I actually called for it, yes. 

908. Who did you ask to produce it for you? — The 
chief reporter of the Ephraim Hardcastle column, Mr. 
Peter Baker. 

909. Did you call for it in the sense in which the 
connoisseur directs Hihe chef to produce the dish? Did 
you tell him what ingredients to include? — Well, what 
happened was that I pressed the buzzer and called him 
in in the normal way to discuss the Ephraim Hardcastle 
column. I suggested to him that it would be interesting 
to readers to know about Mr. Poole’s associations with 
the City and the fact that he was clearly spending more 
time in the City having left his busy job at the Central 
Office. 

910. Did it occur to you that that would be of interest? 
This was about six weeks, or thereabouts, after those 
events had occurred? — Probably seven weeks. 

911. Do you remember now what caused that to spring 
up in your mind? — Yes. 

912. What was it? — The Fortune magazine in America 
published a list of the ten richest men in America. The 
Daily Express ran an extremely interesting series, an 
interview with the richest man in America in this country. 
I thought it was an interesting subject, so I suggested to 
Mr. Bernard Harris, who writes on financial and economic 
matters for us, that he should do an article on the ten 
richest men in Britain, and we had a discussion about 
this. We had to say we could not be certain who were 
the ten richest men in Britain. He said he was certain 
Lord Cowdray was one of them. He said, of course 
Lord Cowdray would be the first to acknowledge that 
Mr. Oliver Poole was possibly the brains behind his 
organisation and had certainly contributed to the success 
of that organisation. I was not aware of Mr. Poole’s 
deep association with Lord Cowdray, and I thought that 
would be an interesting paragraph in the paper. 

913 It was really, was it, the idea of Mr. Getty, the 
richest man in America?— The whole sequence of events 
becan with this report in the Fortune magazine of the 
ten richest men. The Daily Express got the exclusive 
interview with the richest of them, who was in London 
at the time. 



914. Mr. Paul Getty?— Mr. Paul Getty. That gave me 
the idea of doing an article, which I asked Mr. Harris to 
write (which he did write) on the ten richest men in 
Britain, and one of them was Lord Cowdray, and during 
the discussion Mr. Harris mentioned Mr. Poole’s associa- 
tion with Lord Cowdray, and I thought that was 
interesting. 

915. When the Sunday Express for November 3rd was 
published, one had Ephraim Hardcastle and the heading : 

“ Mr. Getty’s Friend is Called Home.” That is Mr. Paul 
Getty? — Yes. 

916. And what I suppose was regarded as interesting 
news about his secretary? — Yes, it was. 

917. A very excellent Giles cartoon, and a column sub- 
headed “Shrewd ”?— Yes. 

918. Which refers' to Mr. Oliver Poole. Do I under- 
stand it rightly? The Fortune magazine refers to Paul 
Getty. You thought you would like to find out who were 
the richest men in England and have interviews with 
them? — Y es. 

919. Lord Cowdray was one whom you thought about? 
— Mentioned to me by Mr. Harris. 

920. This article has nothing to do with Lord Cowdray 
except that it mentions his name. It is about Mr. Poole? — 
The article I am talking of appeared on a different page, 
page 10, that left-hand page. 

921. That was about Lord Cowdray?— About Lord 
Cowdray. 

922. And that is how this came about that you referred 
to Mr. Oliver Poole? — 'Precisely. 

923. “ He is one of the shrewdest men in the City ”? — 

I am sure that is correct if Mr. Harris is right about that. 

924. “Many fortunes have been made through his 
advice,” the word “ advice ” meaning skilled guidance or 
information? — Skill and guidance. 

925. Which do you mean? — Skill and guidance, his 
business acumen. 

926. “ Lord Cowdray has him on the boards of several 
of his companies, of Which the Whitehall Trust is the most 
important, and it is no secret that it owes much of its 
great prosperity to Mr. Poole”? — Yes. 

927. Were you suggesting by that, and, if so, on the basis 
of what information, that the Whitehall Trust had gained 
an advantage through information given to it by Mr. 
Poole? — No ; from his ability as a businessman. 

928. Had you before you wrote that — I thought you told 
the Tribunal you had not — seen Mr. Marks or seen his 
article? — Yes. I read his article. 

929. Did it seem to you when you read it to suggest 
that somebody had benefited from information that he had 
received from this brief — “ a person connected with con- 
cerns in a position to benefit ”? — 'Not necessarily benefit. 
I did not give an immense amount of thought to that 
report. There were many reports on that day, and in that 
week. 

930. Are you telling us that your intention in authorising 
the publication of what Mr. Peter Baker had written about 
Mr. Oliver Poole was merely to compliment Mr. Poole on 
his shrewdness and acumen? — It was a paragraph in 
praise of Mr. Poole. 

931. At the time when you wrote it had it occurred to 
you spontaneously or as a result of anything that anybody 
said to you, that Mr. Poole might have derived knowledge 
of the Bank rate change and used it for his own purposes 
or for the purposes of any company he was associated 
with? — 'No, it had not occurred to me at all, and no name 
had been mentioned to me of any kind. 

932. Have you at any time before you authorised this 
to be published, or since, gained information which in any 
way suggests that Mr. Poole did derive such information 
or use it? — No, none at all. 

Chairman : I do not think any of us has a copy of the 
actual report referred to. 

Mr. Winn : We have only this one. Perhaps at some 
time we could have it back. 



(" Sunday Express ” article of 3rd November handed to the Tribunal.) 



By The Tribunal 



933. Chairman : This is a gossip column that goes under 
the name of “Ephraim Hardcastle”?— Yes. 

934. There being no such person?— No such person. 



There was, I believe. 



935. What is the method of lay-out, because some of 
this is in heavy, black type, and some of it is not. Is 
there any significance? — The black type is used mainly for 
display purposes, and normally you would use black type 
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a snorter item to attract attention to the page. It has 
no particular significance. 

936. The paragraph about Mr. Poole is in ordinary 
type? — Yes. 

937. Is there any significance to other journalists in the 
lay-out of this?— The fact that it was in ordinary type 
would seem to indicate that the sub-editor who handled 
that particular page did not think that it was of sufficient 
importance to put it in bold. 

t 938. Is there any expression in your profession of a 
“loaded” article or paragraph? — I have never heard it 
before, hut Sir Leslie Plummer was associated with news- 
papers, so presumably ... I have not heard it before 
myself. 

939. I think he read this as being what he called a 
“ loaded ” paragraph? — So I understand. 

940. That conveys nothing to you? — I know what he 
means, now. Clearly he seems to be saying that that 
piece in the Hardcastle column was meant to imply that 
the man who was being talked about, if anybody, was Mr. 
Poole. That is what he seemed to think, but I cannot 
imagine how he came to that conclusion. 

941. Where do you say that Lord Cowdray is mentioned 
here? I have not seen this before. Is he mentioned in 
the same article? — He is mentioned in the paragraph. 

942. I did not mean that, but the reference being made 
to him as one of the ten richest people in England? — 
That was further on in the paper, at page 10. It was just 
a straightforward article about “ Who Are the Ten Richest 
Men in Britain?”, by Mr. Bernard Harris. 

943. Just to see that I have got it correctly, in deciding 
what was to go into the Ephraim Hardcastle article on 

that Sunday, you saw Mr. Baker, who was ? — The man 

in charge of the column, yes. 

944. You suggested to him that there .might be a refer- 
ence to Mr. Poole? — Yes. I mentioned to him that 

Bernard Harris had told me some interesting information 
about his associations with the City. I said it would make 
a good paragraph, and he went out and got hold of the 
cuttings, the Directory of Directors, and I believe spoke 
to Mr. Harris, and he wrote the piece. 

(The Witness 

The Attorney-General-. If your Lordship would care to 
hear him, I understand Mr. Peter Baker, who wrote the 
script of this paragraph, is here. 



945. As I understand it, you asked Mr. Baker to find out 

what City connections Mr. Poole had? — Yes. I did not 
know exactly what they were, except that 

946. And that he then looked the matter up and found 
that Mr. Poole was associated with the Whitehall Trust? 
— If I gave that impression, I gave the wrong impression, 
because Mr. Harris told me of his association with Lord 
Cowdray. Therefore that was what I thought was interest- 
ing. I said to Mr. Baker: “Do a paragraph on his asso- 
ciation with Lord Cowdray for the column.” He went 
and checked the facts and got all the information. 

947. So it was Mr. Harris who suggested the connection 
between Mr. Poole and Lord Cowdray? — It was Mr. 
Harris who mentioned to me about Mr. Poole and Lord 
Cowdray. It came up quite casually in conversation, and 
I thought it was worth putting in the paper. 

948. I suggest Mr. Harris could mention quite a number 
of other people associated with Lord Cowdray? — The only 
person he mentioned was Mr. Poole. 

949. He was the only one he mentioned? — Yes, because 
he said Mr. Poole was very prominently associated with 
Lord Cowdray. 

950. It was as a result of that that you thought it would 
be a good thing to have this reference? — I made a refer- 
ence in my notebook, and I brought it up when I saw 
Mr. Peter Baker. 

951. Mr. Veale: Mr. Marks said that he was appalled 
when he saw that article? — Yes, I heard that. 

952. Is there any possible reason why he should have 
been appalled so far as you know? — I cannot see any 
reason why he should have been appalled, except that 
if he had heard the name of Mr. Poole being mentioned — 
which I certainly had not — and then saw that paragraph, 
I can understand that he might have been appalled. 

953. Did he come and talk to you about it afterwards? 
— No, he did not. Nor did Sir Leslie Plummer. 

954. Looking at it yourself now, do you think there is 
anything unfortunate about it at all? — No, I think it is 
a perfectly reasonable, friendly and proper thing to put 
in the paper — and interesting. 

withdrew.) 

Chairman : I do not think he will carry it any further. 

The Attorney-General-. Then I understand Mr. Martin 
is here to deal with a point dealt with by Mr. Dale. 



Mr. Frank 1 
Examined b 

955. Your name is Frank Martin? — Yes. 

956. What is your address? — 32, Dittersham Road, 
Mottingham. 

957. Are you employed by the Daily Express' ? — No, by 
the Sunday Express. 

958. Is it part of your functions on their behalf to spend 
time in the City collecting news? — It is. 

959. Is that news sometimes used in the Sunday Express 
and sometimes in the Daily Express' ? — For the most part 
it is used in the Sunday Express, but if I feel there is 
anything worth passing on, or not connected with the 
Sunday Express column, some matter not suitable for the 
Sunday Express but more suitable for the Daily Express. 

960. It was suggested this morning that you could tell 
the Tribunal something about betting on the Stock 
Exchange between members about the Bank rate in 
September of this year. Do you remember that? — I 
vaguely remember it, yes. 

961. What did you hear about betting taking place 
before the Bank rate change was announced, between 
members of the Stock Exchange? — I heard that there were 
long odds on a change in the Bank rate on the Wednesday, 
and that those odds had narrowed considerably on the 
following Thursday. 

962. Had narrowed considerably? — Yes. 

963. When did you hear that? — I cannot recall whether 
it was the day after or a week after. 

964. Did you ever hear 'that anybody was laying odds 
on an increase in the Bank rate before it happened? — I 
oannot be sure. 

(The Witness 



tRTiN, sworn 
Mr. Winn 

965. Because Mr. Dale, I dare say you know, in has 
article on the 28th September asked this question : “ Why 
did a rise become an 1 odds-on chance * in the last hours 
before it was announced". Did you tell Mr. Dale that 
betting had become odds on? — I had a conversation with 
Mr. Dale which referral to the betting, but the actual 
course of that conversation, I cannot remember. Certainly 
I discussed the betting on the stock market with Mr. Dale. 

966. Was it on this occasion abnormal betting, in any 
way. It is a common enough feature of Stock Exchange 
life, is it not? — It is indeed, but I think it was rather 
abnormal and by a tremendous swing down in the odds 
that had occurred, or I was told had occurred. 

967. What were the odds at first, and what were the 
closing odds. You say there was a tremendous swing in 
ithem? — I cannot remember any exactly, but I do remem- 
ber at the time it did seem to me that the odds were quite 
marked. 

968. You do not remember what they were? — I cannot 
■remember, to say that the odds were 33 to 1 on one 
occasion and odds against on the other. 

969. Do you remember who told you about this betting 
and the change in the betting? — I am afraid not. 

970. You really do not remember? — I do not ; if is very 
difficult. 

971. I follow. Do you remember whether you were told 
blow much money was being 'laid? — No, I was not. 

972. Or how many people were indulging in this betting? 
— No. 

withdrew.) 
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973. What is your full name? — Henry Bertram Smale. 

974. Are you a member of the staff of Mr. Ellis who 
gave evidence yesterday? — Yes, I am. 

975. He told us yesterday that his stock market report, 
about which I was asking him was “ gathered or written, 
I think, by Mr. Henry Smale, a member of my staff” 
(page 73) ; that you wrote the actual text, but you had 
not told him from whom you got your information. Do 
you agree first, that you did write the text? — I did not 
actually write the text, but I was responsible for the 
information contained therein. 

976. You were responsible, but did not actually write 
it out yourself? — No. 

977. Do you mean by that, that you dictated it or left 
it in note form for somebody else to write up? — I pre- 
sume actually that we are referring to the paragraph “ The 
Query ”. 

978. Yes, it is headed with a query and begins “ Top 
City stockbrokers were asking last night”. You have it 
before you? — I have. 

979. In what form did you set that out or state it? — 
I stated that one stockbroker had told me that there was 
some inspired selling, and that was subsequently confirmed 
to me by another man in different words, but it was 
confirmed. 

980. Who had told you that there was inspired selling? 
— May I have your guidance here, my Lord. You will 
appreciate that one of my principal jobs is to write the 
stock market report, and I am dependent upon members 
of the Stock Exchange for my information. If I have 
to disclose their names, it is quite likely that it will 
prejudice me in the future. 

981. Chairman: We have already ruled on this on a 
number of previous occasions: you must disclose their 
names.— Before I do so, I would like to apologise to the 
individuals concerned that I have to disclose their names. 

982. Mr. Winn: Now perhaps you would answer the 
question, would you? — I spoke to Mr. Jarrett, who is 
the leading partner in the firm of gilt-edged jobbers of 
Francis & Praed. 

983. What did he tell you precisely which led to your 
saying this? — We were talking about the circumstances 
of the Bank rate, and I asked him whether he was sur- 
prised, and he said it was a little unexpected, but there 
had been some inspired selling the night before. 

984. Those were his own words, were they? — “ Some 
inspired selling ”, yes. 

985. You were quoting him in using those words? — 
I was. 

986. What did you mean those words to convey? — 
As I believe was stated yesterday, the person who did 
the selling presumably was in possession of information 
which the general public did not have: that is how I 
would describe it. 

987. About what? — About general economic conditions. 

988. Is that what you meant, or did you mean about 
the Bank rate? Just look at the article, will you : “ Top 
City stockbrokers were asking last night: ‘Was there a 
premature leak of the Bank rate news? ’ For they report 
that there was some 1 inspired selling * ”? — Yes. 

989. You meant, did you not, that somebody had been 
selling who had prior knowledge of the Bank rate change 
that was coming? — That would be the inference, yes. 

990. That is what you meant the words to mean? — 
Yes. 

991. Who had told you that? — Mr. Jarrett told me there 
had been some inspired selling ; he did not give me any 
names. 

992. Did you understand him to mean that someone 
had been selling with prior knowledge of the impending 
change in the Bank rate? — I did. 

993. That is not what you said before. You did mean, 
did you, by the term “ inspired selling ” and you under- 
stood Jarrett to mean pre-knowledge of an impending 
Bank rate change? — Yes, I would take it as that. 

994. That is what you understand?— Yes, that is what 
I am saying. 

995. Did he tell you how much of such selling there 
had been? — No. 

996. That was one City stockbroker — in fact jobber, was 
it not? — That is right, but stock jobbers are, I think you 
will agree, generally known as stockbrokers. 

997. It may well be ; I just wanted to see if you were 
using the words with any distinction in your article. You 
did not mean to distinguish between brokers and jobbers? 
—No. 



998. “Top City stockbrokers”: was there anybody 
else beside Jarrett who had given you any information 
before you wrote, or allowed that article to be written? 
— I just spoke to Mr. Esmond Durlacher of Durkchcr 

6 Co., and he confirmed the view. 

999. Was that before this article was published? — 
That was before this article was published. 

1000. And what did he say as far as you can remember? 
— That he thought there was a leak. 

1001. Of what? — Presumably of the Bank rate. 

1002. Did he say so in so many words that he thought 
there was a leak of the Bank rate? — That is what he im- 
plied, although he did not actually add the words “ Bank 
rate ” to my knowledge. 

1003. Did you ask him whether he was talking about 
the Bank rate? — No. I had already told him of the 
inspired selling, and he said that he was certain that there 
was a leak of the information, and I can only assume, 
therefore, that it was the Bank rate. 

1004. Is Mr. Durlacher a jobber or a broker? — A jobber. 

1005. Did he tell you what sales he had had? — No. 

1006. So it was upon the information you received 
from just two members of the Stock Exchange that you 
; wrote notes, did you, from which these words were 
actually written up by somebody else. Did you write 
notes? — Yes, I have the notes in my possession. 

1007. Let me see them, will you, please. ( Notes handed 
to learned Counsel.) There is one thing I want to get 
clear, because it is sometimes extraordinarily difficult to 
hear over here. It is Durlacher of Durlacher & Co.? — 
They were Durlacher, Deacon ; I think they have changed 
the name to Durlacher & Co. 

1008. We understood Mr. Dale to refer to Mr. Esmond 
Day, but it is Durlacher, is it? — Esmond Durlacher, yes. 
— 1009. It is not very easy, naturally, for me to follow 
these notes, but I do see here “ Bank rate going up 7 per 
cent, blue button much selling". It is probably not 
“button”? — It is in fact “blue button”. 

1010. Meaning someone who is a member of the House? 
— That is right. 

1011. I cannot read the next phrase, but it has against 
it Mr. Adams? — Yes, that is right. 

1012. Is he another informant of yours? — He is another 
gentleman I spoke to. 

1013. And these notes were written by you before the 
article was published, were they? — That is right. 

1014. Is he a stockbroker? — He is a stock jobber. 

1015. Would you be good enough to name his firm? — 
Murton & Adams. 

1016. Did he tell you that he knew in advance that the 
Bank rate was going up to 7 per cent.?— No, he did not. 
He repeated a story which he had heard in the market, 
and I have not said anything about it because I thought 
there was insufficient substance to back it up. 

1017. I have read the last phrase now. Apparently the 
note as a whole reads : “ Mr. Adams — Bank rate going up 
—7 per cent.” underlined — “blue button much selling 
panic stations”. Is that what Adams had said to you? 
— No, those two things should not be connected ; the 

7 per cent, and the blue button had got nothing to do 
with the much selling and panic stations, which are to do 
with the general condition of the market after the Bank 
rate was announced. 

- 1018. These notes are of the 19th, are they? — Yes. 

1019. There are some other things which are clearly 
state of market notes, for example, the state of the Vickers 
issue, the Vickers loan. Then on the front page they are 
all market notes? — That is right. 

1020. Except one note here I must ask you about. 
From the first page, I think I read these words “ Borrowed 
money 1\ per cent, convinced there was leak late yester- 
day afternoon been certain 7.” That is a reference to 
the same matter we have been talking about, is it not? 
— Yes, but the borrowed money has nothing to do with it. 

1021. It just happens to be written together? — The 
borrowed money has to do, I think, as far as I can re- 
member, with the jobbers financing their own deals on 
borrowed money and the rate which they have to pay to 
do so. 

1022. 1 quite understand that, but the phrase “ convinced 
there was a leak ” obviously if expanded would have with 
Jj * subject, singular or plural : “ He is convinced ” or 

They are convinced ” would it not? — Yes ; that is Mr. 
Esmond Durlaoher’s statement to me of which I have 
already told you. 

1023. It is only Durlacher, is it?— Yes. 
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1024. Chairman: At a later stage you saw Wedd & 
Owen? — Yes, when the statement was actually published 
in the Evening Standard 1 was asked to go along. 

1025. When their circular letter was published? — Yes. 

1026. And you saw Mr. Spooner? — I did. 

1027. Did he make any complaint about dealings on the 
Wednesday evening? — He did not really enlarge on what 
he had already said in his circular. He would not dis- 
close to me the amount of stock which he dealt with, 
and he would not enlarge on the subject at all ; in fact 
he did not really want to comment. 

1028. Do you know, or have you got there an article 
on the front page of the Daily Express of the 26th under 
the name of Derek Dale. It is headed “£10 million”? — 
Yes. 

1029. You see in the first paragraph it refers to the 
“ tip-off about the 2 per cent, rise in the Bank rate” being 
“ backed up yesterday by a leading Stock Exchange firm ” 
and then it goes on: “The firm confirmed that a flood 
of selling of Government securities began twenty hours 
before the Bank rate change was announced”? — That is 
right, yes. 

1030. I think I am right in saying that Mr. Dale told 
us this morning that he got that information from you? 

— Not that information. 

(The Witness 



1031. Then what firm was it, do you know, who con- 
firmed the flood of selling of Government securities?— I 
think he is referring to Wedd & Owen’s letter, yes. 

1032. Then it is true, is it, that iMr. Spooner was com- 
plaining of a flood of selling?— Yes, he stated that in the 
circular as far as I understand it. 

1033. But did you gather that- from seeing him, or 
merely from his circular? — 1 would have gathered it from 
the circular, and also from seeing him, that there had been 
selling, but he would not tell me how much. 

Chairman : Thank you, Mr. Smale. 

Mr. Smale : Before I go, may I ask a question? Is it 
possible for Mr. Winn to withdraw 'his remark about me 
yesterday, “ Smale tale ", which is, I think, a slight on my 
personal reputation. 

Chairman: I do not think it was intended that way, 
Mr. Smale, and anyhow as far as I know it has received 
no publication other than what you have given it now. 

Witness: I have seen it on the front page of the 
Manchester Guardian for one. 

Mr. Winn : May I say at once, I certainly intended no 
reflection on Mr. Smale, whom I have never met, and 
about whom I have no instructions. No reflection is 
intended upon his reputation. 

Witness: Thank you. 

withdrew.) 



Mr. Charles Dennis Henry Lloyd, sworn 
Examined bv The Attorney-General 



1034. What is your full name? — Charles Dennis Henry 
Lloyd. 

1035. Are you in the employ of the Times newspaper? 
— I am. 

1036. Did you, in fact, write the article headed “ War 
Loan at New All-Time Low” which appeared in the 
Times of the 20th September of this year? — I did. 

1037. Have you a copy before you? — No, I am afraid 
I have not. 

1038. I only want to ask you about one sentence, and 
I will read it to you. It is the first sentence of the second 
paragraph : “ ‘ Inspired ’ ” — in inverted commas — “ selling, 
begun over night and continued in the early dealings, 
persuaded dealers in the Funds that an increase in Bank 
rate was indeed possible in spite of the Government’s need 
to deal soon with the maturing Serial Funding loan ”. Do 
you remember that sentence? — I do. 

1039. What did you mean by the use of the word 
“ inspired ” in inverted commas? — I meant to infer that 
I felt there was some selling in anticipation of a Bank 
rate rise, clever anticipation without knowledge, and also 
that people had .been prompted by the Daily Telegraph and 
the Financial Times that morning to sell, and also that 
people sold because other people were selling. 



1040. Did you mean to imply that anyone had sold 
with pre-knowledge that the Bank rate was going to be 
raised? — No, I did not mean to imply that. 

1041. Had you any grounds for making any such sug- 
gestion? — None at all. 

1042. You saw how what you had written was inter- 
preted later by other journalists in other articles, did you 
not?— Yes, I thought it was most unfortunate they should 
have interpreted it that way. 

1043. You realise that the word that you used was open 
to that interpretation? — If it is, it was not meant in that 
way. 

1044. What interpretation did you mean it to have? — 
I meant it to refer to people, as I said just a moment ago, 
who had sold in anticipation ; they rather guessed from 
the state of the country that something was going to be 
done. 

1045. Or just luck? — And just luck and perhaps normal 
deals would come into it too. 

1046. You would hardly describe normal deals as 
inspired dealing? — No, but it does become mixed up 
with it. 



By The Tribunal 

1047. Chairman: Why was it put in inverted commas? little meaning in this context. 
—I feel the word without the inverted commas has very 

(The Witness withdrew .) 



The Attorney-General : The other witness referred to by 
Sir William Haley was a Mr. Clarice, but Mr. Clarke is 
ill, suffering from Asian ’flu. I do not know that he 
would really help us much more. 

That apart from the evidence in relation to Reynolds 
newspaper and the incident on the platform at Watford 
Station, ends the evidence of the representatives of the 
Press whom I propose to call before the Tribunal. I 
would have liked at this stage to go straight on to, what 
I called in my opening, the City end of the investigation. 
That is what I would have preferred to have done, and 
I dare say it would have met with your Lordship’s 
approval, but as I said in opening this matter, the investi- 
gation on certain matters in the Oity is not yet completed 
and I am not in a position, at the present time, to outline 
to the Tribunal various matters with that degree of accu- 
racy to which I should seek to aspire. I would be most 
reluctant to open any matter in relation to that, without 
being satisfied that there was evidence to support the 
statements that I was making to the Tribunal. In those 
circumstances, while I would have much preferred to have 
carried on with that evidence straight away, I would now 
like to deal if I might, with the evidence of the Watford 
incident, and I would like, if I might, because it really 
links U p w jth the evidence we have heard this morning, to 



call Sir Leslie Plummer, but he will not be here till 
2 o’clock. So may I now proceed with the evidence in 
relation to the Watford incident? 

Chairman: I think we all feel .that we want to get to 
the actual deals as soon as possible. You see, the witnesses 
so far from the Press have led us to the City and to the 
jobbers and the brokers. Logically the next step would 
be to take the jobbers and brokers and get to the deals, 
and then investigate them. But we appreciate, from your 
opening, the difficulty is in collecting all the information, 
and quite clearly it is of such importance that it ought 
not to be dealt with piece meal. Accordingly, I think 
we must put ourselves in your hands and go on to some 
other subject matter, albeit reluctantly. 

The Attorney-General: 1 share your Lordship’s reluc- 
tance, and I entirely agree with what your Lordship has 
said about the logical order. The only reason one can- 
not pursue that, is that really the time has been so short 
•that one has not been able, with all the assistance one 
has had, to cover the whole field at this moment. The 
work is still going on on those matters while the Tribunal 
is sitting, and I hope it will not be so very long before 
one can make a commencement with regard to them. 

May I now call Mr. Wright of Reynolds. 
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1048. Is your full name Eric Wright? — It is. 

1049. Are you the Managing Editor of Reynolds 
Newspaper? — I am. 

1050. On the 22nd September, did an article appear 
An the Reynolds newspaper of that day headed “Stock- 
brokers Seek Inquiry Bank Rate Leak New Evidence”? — 

It did. 

1051. Did you see that article before it was published? 
—I did. 

1052. The second paragraph starts: “A London stock- 
brokiing firm complains to the Stock Exchange Council 
that somebody who knew of the proposed Bank rate in- 
crease 'began selling gilt-edged securities on Wednesday 
after the exchange closed ”. Is that a reference to the 
firm of jobbers of Wedd & Owen? — Not to my know- 
ledge. It as a reference to a newspaper report of Friday 
20th ; I have no knowledge of the details. 

1053. What newspaper report of Friday 20th? — Daily 
Telegraph. 

( The Witness 



1054. The next paragraph reads : “ On Friday the City 
Editor of the Times described the deals as ‘“inspired” 
selling’ ” and then : “ Yesterday irate stock jobbers alleged 
that the leak came from newspaper men who had been 
told in confidence that the Bank rate was to be raised ”. 
Where did you get that from?— That was a further 
reference to a newspaper report. In part, the article in 
question was a review or repetition of newspaper 
statements. 

1055. That one came from the News Chronicle did it 
not? — 'From the News Chronicle. 

1056. What about this one: “ Last night came informa- 
tion that the Cabinet’s decision was known to more than 
one Ministry official, not of the top rank, twenty-four 
hours before the announcement. Many Whitehall officials 
are shocked that anybody should be given advance 
information ”. How did that paragraph come to appear? 
— That refers to information received from a staff reporter, 
Mr. Loftus, of ia conversation he had overheard on a 
railway station on, I believe, the Friday morning which 
would be the 20th. 

withdrew .) 



Mr. Harry L 
Examined by The 

1057. Is your full name Harry Loftus? — That is correct. 

1058. Are you employed 'as a reporter by Reynolds 
News ? — I am . 

1059. Do you live at Watford? — I do indeed. 

1060. Do you know a Mr. McIntosh? — I have known 
Mr. McIntosh for about six years. 

1061. And have you known him to be a QLvil Servant? — 

1 do. 

1062. Have you from time to time, travelled up with 
him to work from Watford to London? — Frequently. 

1063. And he, I suppose, knows what you are? — Quite. 

1064. On Friday, 20lh September, just before half-past 
nine in the morning, did you see Mr. McIntosh on the 
platform at Watford Station? — I did. 

1065. Talking to another man? — Yes. 

1066. Do you know who that other man was? — I have 
since learned him to be a M.t. Goodman, but at the 
material time I only believed him to be a Civil Servant 
and I did not know him by name. 

1067. Did you catch up with them? You were behind 
them, were you not? — The position was that I was a 

By The 

1075. Chairman : Mr. Loftus, are you quite dear that 
when Mr. McIntosh said “ we were told an the press office 
on the Wednesday afternoon ” he was referring to the 
Bank rate?— I have no hesitation. 

1076. Looking back now, could it have been informa- 
tion of the other Government measures that were going 
to be taken, and not the Bank rate?— I am quite confident 
that the word “ Bank rate” was used. 

1077. Of course you were coming up behind these 
gentlemen getting into the carriage? — That is correot. 

1078. Were they joking or was it serious?— My impres- 
sion is that Mr. Goodman was a little alarmed at Mr. 
McIntosh’s remark. Certainly there was no suggestion 
that it was a joke. 

1079. Mr. Veale : Did you hear anything else said at 
all? — No. I was not in a position to hear. 

1080. Can you say whether they were talking as you 
aame up?— I could see them for approximately 20 yards 
before I caught up with them. 

1081. What you have told us then, were two sentences 
out of a conversation that had been going on for some 
time?— That is quite true. 

{The Witne 



5, sworn 

Attorney-General 
little late for my train that morning. The train was in 
the station when I was hurrying across the station. Mr. 
McIntosh and Mr. Goodman were approaching the train 
to board it and I overtook them as they were in point of 
fact boarding the train. 

1068. Did you hear Mr. McIntosh say anything? — I did. 

1069. What did he say, to the best of your recollection? 
— He said : “ We were told in the press office about the 
Bank rate on Wednesday afternoon.” 

1070. What did Mr. Goodman say? — He said: “I 
think it is a scandal.” 

1071. Did they then notice that you were there? — 
They did. 

1072. Did they go on talking? — No, the conversation 
ended. 

1073. When you got to London and went to the 
Reynolds News office, did you report what you had over- 
heard? — I did. 

1074. And that, we have just heard, was the basis of 
the paragraph in Reynolds News the following Sunday? — 
Yes. 



Tribunal 

1082. Did the conversation end with the words “ I think 
it is a scandal ”? — It ended when Mr. McIntosh became 
aware that I was within earshot. 

1083. You did not tell us about that. What happened? 
How did he become aware? Did he see you and sud- 
denly stop talking, or what?— My recollection of the 
incident is that Mr. Goodman was either entering or was 
about to enter, the corridor of the train. Mr. McIntosh 
followed him and I brought up the rear. The three of 
us made our way to- the same compartment and that 
conversation ended immediately it became obvious to 
Mr. McIntosh and Mr. Goodman that I was bringing up 
■the rear. 

1084. Did they say anything else to each other that 
you did not hear? — The conversation hi the compartment 
then went on to general subjects. I was considerably 
embarrassed myself to have heard, or to have overheard, 
a conversation that quite clearly I was not intended to 
hear. I made no reference to it and the conversation, as 
I say, turned on general subjects, possibly on the weather. 

withdrew.) 



Mr. Lewis Goodman, sworn 



Examined by The Attorney-General 



1085. Is your full name Lewis Goodman? Yes. 

1086. Are you a Principal in the Munastry of Housing 

and Local Government?— Yes. , . , q „ 

1087. Did you get to know a Mr. McIntosh in 1953 
or 1954?— Yes. 



1088. When he was one of the Information Officers in 
the Ministry? — Yes, that is correct. 

1089. Have you had a number of meetings with him in 
connection with various matters since then? — Yes, both 
officially and on the train. I have seen him in the course 
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of duty and he travels ora the train and I see him 
occasionally. 

1090. Now I want you to come straight away to the 
morning of Friday, the 20th September, that is, the 
morning ithe Government economic measures were 
announced in the Press, and the increase in Bank rate 
first appeared in the morning papers. Did you meet Mm 
on the platform at Watford Station? — Yes. 

1091. Did you know that he had fairly recently gone 
to the Ministry of Labour? — Yes. 

1092. Did you have a general conversation with him 
about economic measures? — I think so. 

1093. And about the Bank rate? — Yes. 

1094. Did Mr. McIntosh then say something to you? — 
Yes. 

1095. What did he say? — He said that he had been told 
about it at a briefing meeting, I think he said on the 
Tuesday. 

1096. What did he mean by it? What did you under- 
stand him to mean by it? — In the context, or from the 
actual words he used, I got the impression that he was 
referring to the Bank rate as opposed to anything else. 
I was very startled and said : “ Not the Bank rate? ” and 
he said: “Yes, the Bank rate”. 



1097. What did you say .then? — To the best of my 
recollection I said : “ Nonsense, you do not need to 
know ”, and I said : “ Like the Budget, people are not told 
beforehand. It would be quite improper.” 

1098. What was his reaction to that remark? — He 
looked very pained. 

1099. Do you know Mr. Loftus by sight? — I know 
Mr. Loftus. I know him by sight. I do not think I 
knew him by name at that time. I might have done. 

1100. Did you know what his occupation was? — I am 
not sure. I am not sure whether I knew at that time 
or later. 

1101. Do you remember whether or not you saw him 
that morning on the platform or while you were getting 
into die train? — I do not remember clearly. I think he 
was there when I went up to Mr. McIntosh, but I am 
not certain. 

1102. About ten days later, did Mr. McIntosh have any 
further conversation with you about tMs matter? — Yes. 

1103. What did he say? — I do not think I can remem- 
ber the exact words. 

1104. Just the effect of it?— The effect of it was that 
the briefing meeting he had attended had been in con- 
nection with the capital investment restrictions and not 
Bank rate. 



By The 



1105. Mr. Veale: What had you been talking about to 
Mr. McIntosh?— I am not certain. I tMnk it was just 
the general news, the news that was in the paper that 
morning about the capital investment cuts and ithe 7 per 
cent. Bank rate. 

1106. You had been talking about the rise in the Bank 
rate, had you? — Yes. 

1107. Was the Press Office mentioned in any connec- 
tion? — I do not think it was mentioned as the Press Office 
except that Mr. McIntosh said he had been briefed. 

1108. Did you use the word “scandal”? — I cannot 
remember that I used the word scandal. It seems an 
improbable word for me to use. I am fairly certain I 
said it would be improper that that kind of information 
should be given to any but very few people. 

1109. Mr. Loftus has just said that Mr. McIntosh said: 

“ We were told in the Press Office about the Bank rate 
on Wednesday afternoon”. Is that your recollection?— 
No. 

1110. Mr. Loftus says that you said: “I think it is a 
scandal ”. Is that your recollection?— Not of those words, 
no. 

1111. Did Mr. McIntosh say anything at any time about 
“ this Bank rate business ”?— I do not remember that exact 
phrase. 

1112. Had you been talking to him about his new 
appointment?— I might have been. I certainly knew he 
had gone there. 

1113. Mr. Milner Holland: I think you told us your 
last remark to Mr. McIntosh was, in effect, “Nonsense, 
you did not need to know”?— I am not sure if it was 
the last remark or whether it was one of them. Some- 
thing startled me rather, and I said at least two things, 

{The Witness 



Tribunal 

one of which was certainly “ Nonsense, you did not need 
to know ” and the other was that would be improper. 

1114. I want to get your final impression. At the end 
of the conversation did you believe that Mr. McIntosh 
had been told or did you believe that Mr. McIntosh had 
not been told? Which was your belief?— Well, to be 
frank, he looked very pained. It seemed an improper 
tMng to have happened and I would not have believed that 
on his own statement without very much greater evidence. 

1 1 15. Chairman : When you got out at Euston, or 
wherever it was, away from your companions in the 
carriage, did you take it seriously enough to ask Mm 
about it again? — Yes. 

1116. What happened?— As far as I can remember I 
said that he should not have been told that for his own 
protection ; one just was not told that kind of thing. 

1117. What did he say?— {after a pause): I do not 
know. I do not remember. 

1118. But Mr. Goodman, you have a very clear memory 
of what happened coming into the train. I am just fol- 
lowing you. When you got to Euston you tackled him 
again on the platform?— Well, we travelled together as 
far as Westminster. 

1119. Well on the way; and you reverted to the con- 
versation, you said that it was wrong in Ms own interests 
that he should have been told, or words to that effect? — 
Well, it is. It is elementary that one is not told about 
things like that. 

1120. I am not disagreeing with you. That is what you 
told Mr. McIntosh? — Yes. 

1121. How did he react to that? — {After a pause): Did 
he make excuses? Did he deny it, or what? — He did not 
deny it. He did not deny that he had been told anything. 
He certainly seemed embarrassed, but I . . . 

withdrew.) 



Mr. Jack McIntosh, sworn 



Examined by Mr. Winn 



1122. I think you are Mr. Jack McIntosh? — That is 

C0 7i e 23. Of Ashdale, Lyre Lane, Brickett Wood, St. 

^U24.^And you are an established Civil Servant? — Yes. 
1125^ Have you been an Information Officer for about 

teI i 126 rS .After being with various other Ministries, did you 
eo on "the 16th September tMs year to the Ministry of 
Labour and National Service?— I did 

1127. That is on the 16th, a Monday?— Yes. 

1128. As a Principal Information Officer and Chiet 
Press Officer? — Yes. 

1129 On the 16th, 17th, 18th, and up to mid-day on 
the 19th had you heard anything from anyone, or learned 
anything’ from any document about an impending change 

m Tuesday, the 17th September, I think you 

tow that there would be an important announcement 
from the Treasury on the Thursday?— That is right. 



1131. Where you told to stand by for Wednesday after- 
noon, the 18th. when the Chief Information Officer and 
yourself were to be briefed by your Minister? — That is 
correct. 

1132. In fact no such meeting took place on the 
Wednesday ? — No. 

1133. You were in the office the whole day, were you? 
— I was in the office the whole day on Wednesday. 

1134. About 7 o’clock in the evening did you go up to 
the office of the Minister, that is the Minister of Labour 
and National Service? — Y es. 

1135. Were you then told the Minister could not see 
you, but there would be a meeting the next morning? — 
That is so. 

1136. By that time, 7 p.m. on the 18th, had you any 
idea in your mind at all from any source, inspiration or 
otherwise, that there might be a change in the Bank rate 
next day? — I had never given the Bank rate a thought at 
all. 
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1137. I do not suppose you are in the markets in a big 
way yourself? — No. 

1138. On Thursday the 19th, in the morning, I think you 
had some private business to attend to, and you were not 
in the office at first? — That is so. 

1139. Do you remember where you were when the 
increase news reached you? — Well, I think I was on the 
road in my car — you say when the news reached me? 

1140. Yes.— I first heard it when I got to the office 
just after 1 o’clock. 

1141. In the afternoon? — Yes. 

1142. On the following day, Friday the 20th, on your 
way to London, were you passing through Watford 
Junction?— Yes. 

1143. Did you there meet on the platform Mr. Goodman 
who has just been giving evidence whom you had known 
for several years? — Yes. 

1144. You often do travel with him, I gather? — That 
is so. 

1145. Would you please tell the Tribunal what you 
remember of the conversation that you and he had on 
that morning about the change in the economic situation? 
—Yes. It is extremely difficult to remember the exact 
words which took place because it was nearly a month 
afterwards before any question was raised about this con- 
versation. But my recollection of the form that it took 
was that we first met on the platform. We were waiting 
for the train to come in. The announcement of the 
economic measures and the increase in the Bank rate was 
the big news of the morning, and our conversation first 
of all was on that subject. 

1146. Of course, announced in the papers were (a) Bank 
rate rise from 5 to 7 per cent, and ( b ) the various other 
credit restrictions? — That is so, yes. 

1147. Do you mean that your conversation was on all 
those matters or on only one? — On all those matters. I 
mean, my immediate interest I think at that time, was, 
well, what sort of effect was it likely to have on the work 
of the Ministry of Housing, as I had recently come from 
there. 

1148. And that is what you started talking about. What 
else do you remember?— Just before the train came in, 
my recollection is that Mr. Goodman asked me how I was 
getting on in my new job. I had, as you yourself pointed 
out, only started there the previous Monday. I replied to 
him that I was getting on quite nicely, and that the 
Ministry of Labour was a very good department to work 
for because we were not kept in the dark. 

1149. Then did you go on to give any instance of 

Well, in elaboration of that, I said that, for instance, we 



had been told in advance about the— yesterday’s state- 
ment — that was my recollection of the words I used. 

1150. Can you think it possible that you may have used 
a phrase then which Mr. Goodman misunderstood?— Well, 
I think it is possible that I may have used the word Bank 
rate ”. I may 'have said something like “ this Bank rate 
business ” as a general term intended to include the whole 
of the previous subjects which we had been talking about. 

1151. The whole chain?— The whole chain. But if I 
did use that term I had no intention of being understood 
to mean that I had known about the increase in the Bank 

1152. That would have been quite untrue? — That would 
have been quite untrue. 

1153. Then you did notice, did you, that Mr. Goodman 
seemed a bit taken aback?— Yes, I was quite surprised 
at his reaction to what I said. 

1154. Did he show that surprise? — Well, he made some 
remark about he thought it was improper, or he thought it 
was wrong. I cannot remember his exact words. Then 
just at that moment I noticed Mr. Loftus had come up 
behind us. 

1155. Was it sufficient to convey to you that there was 
something that you had got to check up with Mr. Good- 
man on a future occasion, and clear it between you?— 
Well, if Mr. Loftus had not arrived on the scene, I might 
very well have asked Mr. Goodman to explain why he 
thought it was wrong that we should have been told. 

1156. Then perhaps it would all have been cleared up? 
— Cleared up on the spot, yes. 

1157. But you knew Mr. Loftus to be a journalist, did 
you? — I knew Mr. Loftus to be a journalist, yes. 

1158. Some ten days later — Mr. Goodman has told us 
already, but do you confirm — you saw Mr. Goodman and 
explained to him that you did not in fact know of the 
rise in Bank rate before it occurred? — Yes. We were 
travelling up together again, and some remark that he 
made suddenly made me realise that he thought that I had 
meant on that previous conversation that I knew about 
the Bank rate, and so I immediately took steps to put him 
right on that. 

1159. Do. you have in your mind any recollection of 
Mr. Goodman, at any time, saying to you that it really 
was not fair to you, or for your own protection you ought 
not to be been told — anything to that effect? — I think he 
did use some such words. I think, as he has said in his 
evidence, he reverted to the subject. I think in the lift 
when we were going down at Euston, but I felt that it was 
not again a respectable place to discuss it, and did not 
encourage the conversation to continue at that time. 



By The Tribunal 



1160. Mr. Milner Holland : Why did you feel it was 
not a very suitable place to discuss it? You did not think 
you had heard anything you should not have heard, did 
you? — No, I did not, but I mean it was a crowded place 
and if there had been a misunderstanding or anything, 
from his reactions — from Mr. Goodman’s reactions — he 
obviously thought it was improper that I should have been 
told, and I thought we ought not to discuss that in public. 

1161. You are clear that he did take the subject up 
again on the way to the office, some way between coming 
off the train and getting up to the office?— That is so. 

1162. You did not react? — I felt it better not to continue 
the conversation at that time. 

1163. Mr. Veale: Did you think he thought you had 
had prior knowledge of the Bank rate? — I did not think 
so at that time, not on Friday at all. 

1164. What did you think was troubling him? — I 
thought he was troubled that we should have been told 
that there was going to be a statement. 

1165. There was not anything wrong with that, was 
there? — No. That is why I was so surprised at his 
reaction. 

1166. Chairman: Where did you get off the Under- 
ground? — Well, I went on the tube from Euston to 



Charing Cross and then changed info the Underground 
to Westminster, and then I got out at Westminster. 

1167. Where did you and Mr. Goodman part company? 
— At Westminster. He stayed on the Underground. 

1168. Do you mean to say that at no time in the 
journey did you try to disabuse his mind? — Not at that 
stage, no. I mean I thought the matter was of no impor- 
tance, because I felt that if he was thinking that I should 
not have been told that there was to be a statement, 
he was on the wrong track, and I thought it was better 
not to carry a discussion of that sort on in a public place. 

1169. You saw how he reacted. Did you think there 
might have been a misunderstanding? — Well, it did not 
occur to me at that time that he had so grossly misunder- 
stood what I had meant to say. 

1170. Why was he so alarmed? — I thought he was being 
needlessly alarmed over something which was quite normal 
practice. 

1171. Mr. Milner Holland: Did dt not cross your mind 
at all that he might be thinking that you had been told 
about the change in Bank rate in advance? — Not at that 
time, no. 

1172. Did it never cross your mind? — Not at that time. 



(The Witness withdrew .) 



Sir Leslie Plummer, sworn 



Examined by The 

1173. Sir Leslie Plummer, you are a Member of Par- 
liament? — Yes. 

1174. I think you were abroad when the Bank rate was 
raised?— Yes, 



Attorney-General 

1175. You have supplied a statement with regard to 
these matters. Until about iten years ago, I think you 
have said that you spent the whole of your working life 
in the newspaper business? — Yfes. 
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1176. And that for more than a decade you were a 
Director of Beaverbrook Newspapers, Ltd., and then the 
London Express Newspapers, Ltd.? — Yes. 

1177. As a result, have you got an intimate knowledge 
of the way in which “scoops” are got by newspapers? — 
I have. 

1178. And of the significance given by editors to the 
positions they allocate to various stories? — Yes. 

1179. And of the significance of typographical displays 
used and of the phraseology employed in certain articles 
and news stories? — Yes. 

1180. When did you get back to London? — On 25th 
.September. 

1181. D.id you then read the articles that had appeared 
in the Press while you were away?— -I did. 

1182. Of course you were aware that representations 
had been made for an inquiry? — Yes. 

1183. Apart from reading what had appeared in the 
Press, did you ask some of your friends in Fleet Street 
what they knew about this? — Yes, I did. 

1184. Can you tell the Tribunal who you asked? — I 
asked Mr. Trevor Williams of the Daily Herald, Mr. Derek 
Marks of the Daily Express, and I asked other lobby 
correspondents, some of whose names I happen not to 
know. 

1185. Whail was the purpose of your inquiry? What 

were you asking about at that time? — I was impressed by 
the seriousness with which the national newspapers, such 
as the Times and the Manchester Guardian had taken the 
allegations that people had received prior information 
about the Bank rate increase. I had been impressed by 
the amount of space 

1186. I am not asking you what impressed you. Per- 
haps I have not made myself clear. What was the purport 
of your inquiries to those Fleet Street friends? — To find 
out whether there was any truth in the statements that I 
had read that people had prior information. 

1187. Did you learn anything about what Mr. Bareau 
had done? — 1 was told two stories. I was told, first, that 
Mr. Bareau, who had seen the Chancellor on the Wednes- 
day, had then been so impressed with the seriousness of 
the nature of the information given to him that he had 
written it down on a piece of paper, sealed it in an 
envelope and given it to his editor, with a request that 
it should not be opened until the next day. 

1 188. Who told you that? — Mr. Trevor Williams. 

1189. Were you told anything about Mr. Oliver Poole? 

— I was not told more than asked. I was asked whether 
1 knew of the connection of Mr. Oliver Poole 

1190. You are going on. 1 am trying to take you 
through the statement you have supplied. I think you 
said there: “1 was told that Mr. Oliver Poole had also 
seen the Chancellor on Wednesday, September 18th”? — 
Yes. 

1191. Who told you that? — 1 think I knew of that 
through the Daily Mail of 19th September (I think it 
would be), which announced that he had been summoned 
to the Treasury. 

1192. In your statement you said that you were told 
by someone? — I am 'trying to think who specifically told 
me. It was general information, possessed, it seemed to 
be, by most of the people I talked to in Fleet Street and 
by a great number of the lobby correspondents. 

1193. You go on to say: “I was further told that 
there were grave rumours in the City concerning the profit 
that had been made as a result of 'the prior information 
that some people had obtained.” Who told you that? — 
Marks told me that 

1194. You go on: “Indeed I was told, and I read in 
the Press, that some City people were saying that an 
inquiry should be held into what they began to call ‘ the 
Bank rate leak ’ ”?— Yes. 

1195. Do you remember by whom you were told that/ 
— From the same source. 

1196. Derek Marks?— Yes. 

1197. Did you see the Sunday Express of the 3rd 
November? — Yes. 

1 198. Did you see the article appearing under the name 
of Ephraim Hardcastle?— I did. 

1199. There is a paragraph in that article, which I need 
not read again, referring to Mr. Poole, under the title 
« shrewd ”. Wha't impression on your mind did the 
appearance of that paragraph in that article make?— It 
impressed me as being the first overt attempt on the part 
of any newspaper to connect Mr. Poole’s name certainly 
with the conversations that the Chancellor had had on the 
Wednesday. 
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1200. Did you regard it as the kind of paragraph that 
you would have expected to find in this column, or not?— 
No. I thought 'that the appearance of it in this column, 
a column normally devoted to trivia about young people! 
debutantes, and the rest of it, was a significant appearance! 
meaning to draw special attention to what the editor had 
published. 

1201. Does the statement that you furnished express 
your view about that? — I think fairly, yes. 

1202. You said there : “ The particular position 

accorded these paragraphs, their incongruous inclusion in 
Mr. Hardcastle’s feature, made this a ‘loaded’ story.” — 
That is how I regarded it. 

1203. “ It’s appearance was, in my opinion, na mere 
Sunday paper gossip." — Yes. 

1204. “ 1 regarded it as a purposeful and carefully 
designed attempt on the part of the Editor to publish, 
without too much risk of libel, as much as he could of 
the information he had about Mr. Poole’s visit to the 
Chancellor and of the current speculations as to some of 
the results of that visit ”? — Certainly. 

1205. Had you at that time seen an article written by 
Mr. Derek Marks which had appeared just before then? — 
Towards the end of October. 

1206. The article of the 30th October? — Yes. 

1207. Have you a copy?— No. ( Same handed to the 
witness .} 

1208. I do not know whether you have read it recently. 
If you have not, 1 will ask you to read the paragraph 
headed “ The Brief ’’. — Yes. 

1209. Have you read it recently? — No, I have not. 
Shall I read it quickly? 

1210. You read it to yourself, and when you have read 
it I will carry on? — Yes. 

1211. Do you see also the paragraph on the right-hand 
side : “ Were these conversations based upon the same 
document?”? — Yes. 

1212. Did you read that article about the time that it 
was published? — I should think on the same day, yes. 

1213. It does not refer to anyone by name? — No. 

1214. Did you, or did you not, consider that there was 
any association between that article and the paragraph 
on the 3rd November when you read it? — Certainly. 

1215. What kind of association did you think that there 
was? — I thought that the paragraph of 3rd November 
was an attempt to mention the name that was omitted 
from this article. 

1216. Did you, after reading the paragraph of the 3rd 
November, think it your duty to table some two questions 
for the Chancellor to answer on the 12th November? — 
I did. 

1217. Before doing so, I think you said in your state- 
ment that you consulted your colleague Mr. Harold 
Wilson? — That is true. 

1218. Did you consult anyone else? — No, only 
Mr. Wilson. 

1219. Did you speak to any journalists about those 
questions? — No, not at that time. 

1220. I want to get this clear : at that stage you had 
no other information on which you were acting than the 
information disclosed in the Press, to which we have 
already referred in the course of this Inquiry? — No. 

1221. There was no new fact relating to Mr. Poole 
which had come to your knowledge? — No. 

1222. You did not know, did you, whether or not any 
brief had been handed to any high official at the Con- 
servative Central Office? — I would have thought it 
unlikely. 

1223. Or to Mr. Poole? — That I would not know. 

1224. You did not know at that time? — I did not know. 

1225. You go on to say in your statement that when, 
the order paper containing your questions appeared, you 
were asked by lobby correspondents whether you intended 
to mention Mr. Poole’s name? — Yes. 

1226. What lobby correspondents asked you? — Mr. 
Marks, Mr. Hugh Pilcher of the Daily Express, Mr. 
Williams, the Lobby Correspondent of the Daily Telegraph 
—who asked me a great deal of rather searching questions, 
not only about Mr. Poole, but whether I proposed to 
mention the Daily Telegraph in it as well. 

1227. When you were asked whether you intended to 
mention Mr. Poole’s name, what answer did you give? — 
I evaded the reply. 

1228. In the questions that you tabled you made no 
specific reference to that, did you? — No. 

1229. In a supplementary question you did mention his 
name? — Y es. 
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1230. I will read through what you say at the end of 
your statement, because it takes it shortly, and you can 
add anything you wish: “At no time have I impugned 
the honour of the Chancellor nor made implications 
against the character and probity of Mr. Oliver Poole ” ; 
is that right? — That is true. 
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1231. So far as you are aware, there is nothing, apart 
from what we have seen appearing in the Press, to support 
an allegation that Mr. Poole improperly disclosed informa- 
tion given to him? — I have neither had that information 
nor have I myself ever made that allegation. 



Cross-examined 

1232. I appear for Mr. Whitmore, the City Editor of the 
Daily Telegraph. You will recollect mentioning his name. 
It is in Hansard of the 14th November of this year. — Yes. 

1233. I merely want to ask you a hypothetical question. 
When you mentioned his name it was, of course, on an 
occasion of absolute privilege? — Absolutely complete. 

1234. If the Tribunal were to exculpate Mr. Whitmore, 
may I take it that you would be the first to withdraw any 
allegation you may be considered to have made against 
him? — I want to help as much as I possibly can, but 
you have, I suppose, considered the question of privilege 
in questioning me on something I said in the House of 
Commons. 

1235. If you desire to take the point, I am sure the 
Tribunal will allow it? — I do not want to. I am sure you 
have it in mind. 

1236. May I repeat my question and see if you claim 
privilege in answering it? If the Tribunal were to 
exculpate Mr. Whitmore, may I take it that you would 
be the first to withdraw any allegation that you may be 
considered to have made against him? — You would help 
me if you would point out to me first of all the allegation 
I made against him. 

1237. I will refer you to the words, if you desire. Did 
you not suggest that he had been told of the rise in 
the Bank rate and blurted it out next morning in his 
newspaper? — Did I use those words? 

1238. Not those words. Will you follow me? The 
reference is 1 1—58, at the foot of the page : “ Why did he 
choose the papers he did choose? Is the judicial tribunal 
to have power to make an examination of that? Look 
at the result. The next morning, the morning of the day 
on which the increase in the Bank rate was announced, the 
Daily Telegraph forecast an increase in the Bank rate. 
The City Editor of the Daily Telegraph went so far in his 
column. I do not want to do him a disservice (Honourable 
Members: ‘Oh.’) Why should I? He made it clear, Mr. 
Francis Whitmore, that he could forecast a policy which 
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included even a higher Bank rate. Was a representative 
of the Daily Telegraph there at the Treasury? If so, why? 
If Mr. Francis Whitmore was given information, it was 
very dangerous to give him the information. He is 
obviously a man of impeccable honour, but is it right 
that he should be given information which he could use 
to his or somebody else’s advantage?” Then later: “ Why 
was Mr. Whitmore, or any representative of the Daily 
Telegraph, entitled to this information?” _ Did you not 
intend to suggest that he was told of the rise in the Bank 
rate that was impending, and had made use of it by 
referring .to it next day ;in his City Notes?— Yes, that is 
the inference I made. 

1239. That would be improper, would it not? — Why? 
Why would it be improper, may I ask, for an editor of a 
newspaper or a City editor of a newspaper which has got 
hold of information to publish it? It might be improper 
to give him the information but I do not see why it is 
improper for him to publish it. 

1240. The suggestion was that it might have been im- 
proper to give him information, but it probably was not 
given in a confidential manner and, therefore, it was all 
right to publish it next day? — Not at all. I say it may be 
wrong for anybody to impart information of this kind 
because that would be dereliction of duty, but not neces- 
sarily wrong for the editor or City editor who gets that 
information to follow the custom in his profession and 
to use it. 

1241. This is on the fringe of the matters which the 
Tribunal have to enquire into. May I leave it like this, 
that if the Tribunal exculpate Mr. Whitmore, you will not 
consider it your duty to withdraw in any way anything 
that you said about him? — I said nothing to his detriment 
at all. 

1242. May I leave it that there is nothing to his detri- 
ment? — Y es. 

1243. And that there is nothing for him to be upset 
about? — Not at all. 



Cross-examined 

1244. Is it not a fact that, at any rate since the begin- 
ning of the last war, it has been the practice for Ministers 
to see journalists and give them confidential information 
on certain occasions? — On certain occasions, yes, but 1 
have never known confidential information to be given 
to journalists of so highly important a nature as these 
were. 

1245. When confidential information is given, it is a 
matter of honour among the newspapers not to make use 



by Mr. Roche 

of it or to refer to it until the time when it becomes 
public; that is so? — Yes, but I have known, even so, 
leaks to take place. 

1246. Human nature is frail, but that is the tradition of 
the journalists profession? — Yes. 

1247. When they are given advance notice of something 
that is to be made public the next day so that they can 
discharge their duties more efficiently, it is the tradition to 
honour that? — An attempt is made to follow the tradition. 



By The 

1248. Chairman : If I understand you aright, in tabling 
your questions in the House you were acting on informa- 
tion obtained either from articles in the Press or from 
lobby correspondents? — Y es. 

1249. May I take it that today you can give us no 
further information? The position is the same today as 
it was when you tabled your questions? — The position, yes. 

1250. You have no further information that you can 
help us with today other than you had when you tabled 
the questions? — No, my lord. 

1251. Mr. Veale: In the article headed “Shrewd”, are 
there any particular words which led you to think that 
it was “ loaded ”? — I am speaking from memory now, 
but it is the first paragraph which says that since his 
resignation from the Chairmanship of the Conservative 
Party Mr. Oliver Poole has been able to devote more 
time to his business. The story then goes on to say: 

“ As a result of the advice many people have benefited." 

(The Witness 

The Attorney-General: I should bring to your Lord- 
ship’s attention now a publication of the Evening Despatch 
of the 2nd December, which is an Edinburgh newspaper, 
which has just been drawn to my attention. It contains 
the following banner headline : “ Bank Rate Inquiry Hears 
of Talk in the Train,” Then in large capital letters: 
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Then some names are mentioned. The juxtaposition of 
the word “Shrewd,” the reference to- his resignation from 
the Chairmanship of the Conservative Party — which took 
place on the Wednesday — the reference to the people 
who had made money, and the position which the story 
occupied in the newspaper — all those, make me feel that 
here is an attempt bv the Sunday Express to publish 
what people have been saying. 

1252. It was the words and the position in the news- 
paper?— Certainly. 

The Attorney-General : To get the words quite accurate, 
they were not as Sir Leslie said in the second paragraph. 
The first paragraph referred, as he said, to the resigna- 
tion as Chairman, but the second paragraph was: “ Many 
fortunes have been made through his advice. Lord 
Cowdray, for example, would be one of the first to com- 
mend his acumen and foresight.” I do not think Sir 
Leslie used that phrase. 

withdrew .) 

“ ‘ Tory Pressmen Were in the Know,’ says Q.C., ' But the 
Papers Were Not Told.’ ” 

As your Lordship will appreciate, that is a complete 
and gross misrepresentation of what I said yesterday ; in 
fact, I said nothing of the kind. It really is monstrous, 
when proceedings of this sort are reported, that that kind 
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of observation should be made. On the back of the 
page there is another headline: “Tories Were in the 
Know.” I have not enquired into the politics of all the 
pressmen seen by the Chancellor of the Exchequer 
because that is immaterial to this inquiry and T have not 
had an opportunity of considering what steps could be 
taken to stop publications of this kind while this tribunal 
is still continuing upon its task. 

Chairman : Is that an evening paper of yesterday? 

The Attorney-General : It is an evening paper of yester- 
day. Might I hand it up to your Lordship? ( Same 
handed.) 

Chairman : I do not think we will take up time with it 
at the moment. I will hand this back to you, Mr. 
Attorney, to consider what steps you invite us to take. 

The Attorney-General 1 . I think steps can be taken. 



Chairman'. Under the Act we have no power ourselves 
to commit. We have power to certify to a Judge of the 
High Court in order that matters of contempt can be 
dealt with in the High Court. 

The Attorney-General'. I thought I ought to direct your 
Lordship’s attention to this straight away in the hope that 
this irresponsible statement could be promptly corrected. 

Chairman : That is quite right. 

Mr. Winn: The next witness is Mr. Renyi. To explain 
to the Tribunal, this is the actual person with whom 
Mr. Pulay spoke before reporting to Mr. Whitmore. You 
may recall that Mr. Whitmore said that during the after- 
noon of the 18th a member of his staff had a telephone 
call from a merchant banker asking whether they had 
heard a rumour, and so on. 



Mr. John Renyi, sworn 



Examined by Mr. Winn 



1253. What is your full name? — John Renyi. 

1254. Are you a member of, or employed by a firm 
called Singer & Friedlander? — I am. 

1255. What is your position there, in fact? — I am an 
investment analyst. 

1256. Are you acquainted with a certain Mr. Pulay? — 

I am. 

1257. Who is an assistant of Mr. Whitmore? — Yes, I 
am. 

1258. City Editor? — Yes. 

1259. During the afternoon of Wednesday, 18th Sep- 
tember of this year, did you telephone Mr. Pulay? — I did. 

1260. Would you be kind enough to tell us what you 
said to him in substance? — I asked him whether he had 
heard if there were any regulations, any measures expected 
with regard to new .hire purchase restrictions, or possibly 
something in connection with Bank advances. 

1261. Bank advances meaning loans by banks? — 'Mean- 
ing loans by banks. 

1262. Was there any mention whatsoever of advance of 
the Bank rate?— No, Bank rate was not mentioned. 

1263. What led to your making that inquiry? Had you 
heard something yourself? — No, but I had gradually come 
to the conclusion that something would have to be done to 
curb inflation, and I thought the obvious things that might 
be expected would be these measures. 

1264. I follow that: you are a student of economic 
changes, and more particularly in relation to their prac- 
tical effect on the markets ; is that right?— That is correct. 

1265. No doubt you have colleagues who are equally 
specialising as students of the same matters?— Yes, indeed. 

1266. And you had gradually come to the conclusion 
that there might be some change of the kind imminent? — 

I had. 

1267. Then why refer to a journalist and not to a 
colleague for confirmation? — I had discussed the matter 
with colleagues as well, and Mr. Pulay is a friend of 
mine with whom I confer frequently on matters of mutual 
interest. It just occurred to me I might mention it to him. 

1268. You must forgive me, if I speculate rather wildly ; 

I have no proof from you. I was wondering, and I am 
quite sure you will tell the Tribunal, whether there is 
anything in the idea, whether you had yourself, that after- 
noon, from a journalistic source, heard a rumour which led 
you to check with another press source to see if there 
was any confirmation? — No. . . 

1269. You are quite sure of that? — No, it is quite 

certain I had not heard it. , 

1270. You had not heard from any friend of yours 
connected with any newspaper?— No. 

1271. Of the possibility of these changes, these new 

measures? — I had not. . , . 

1272. About what time do you recall that you made this 
telephone inquiry?— Around four o’clock. 

(The Witness 



1273. Do you happen to remember whether you had 
been in your office between lunch-time and that four 
o’clock, all the time? — I think I was. 

1274. Do you happen to remember speaking to anybody 
on the telephone, or receiving any callers that afternoon? 
— I speak to quite a lot of people on the telephone in the 
course of the day. 

1275. Had you spoken to anybody connected with any 
newspaper? — >1 do not think I spoke to any other journa- 
list, or anybody else connected with a newspaper, apart 
from Mr. Pulay. 

1276. So you thought Mr. Pulay was one possible 
informant who might help you to come to a conclusion, 
whether changes of the kind you had in mind were 
indeed immediately imminent? — Absolutely correct. 

1277. Did he reply later in the evening to your inquiry? 
— I do not recall. 

1278. You were not altogether surprised then, next day, 

to read 1 was not surprised at all. 

1279. — of the extra credit restrictions? — I was not 
surprised. 

1280. Had you felt sufficient confidence in your own 
appreciation of the situation by the afternoon of .the 18th 
to take any steps on your own behalf or on behalf of 
Singer & Friedlander in the markets? — No, I did not 
take any steps. 

1281. Did Singer & Friedlander .to your knowledge? — 
Not to my knowledge. 

1282. Supposing you had come to the conclusion by 
four o'clock, or thereabouts, on the afternoon of the 18th 
that extra credit restrictions on hire purchase and Bank 
advances would come into force the next day, or soon 
thereafter, what effect would you have expected that 
to have on (a) the gilt-edged market, ( b ) the currency 
exchanges and (c) the commodity markets? — This is a 
tall order. 

1283. You can say up or down, without going into 
details? — I did not necessarily think that it was bad for 
gilt-edged. 

1284. Had you taken a view about it one iway or the 
other? — No, I did not think that this would be bad for 
gilt-edged. 

1285. Did you think it would be good or bad for the 
strength of the pound? — I thought it would be good for 
the strength of the pound. 

1286. Did you buy or did your company buy sterling 
that evening or next morning? — No. 

1287. Did you consider it in relation to the commodity 
markets or any other market? — I considered it in relation 
to the equity share market. 

1288. Did your company make any deals in the equity 
share 'market that evening, or the next morning, to your 
recollection? — Not apart from routine deals, like orders 
from clients. 

withdrew .) 



Mr. John Lawrence Pumphrey, sworn 



Examined by The Attorney-General 



1289. Is your full name John Lawrence Pumphrey?— 

^ 90 . Do you live ait Woking? — Chobham Farm 
Cottaee, Woking. „ 

1291 Are you a Civil Servant? — Yes. 

1292^ In the Foreign Service at present?— Yes. 

1293. Stationed at the Foreign Office?— Yes. 

1 294 On Wednesday 25th September, did you catch the 
9.8 train from Woking to Waterloo?— Yes. 



1295. On the platform did you see Miss Susan 
Chataway?— Yes. 

1296. What are you looking at?— I am looking at my 
diary to see if the dates are right. 

1297. Is she your second cousin? — Yes. 

1298. Did you have any conversation with her?. — Yes. 

1299. On the platform? — A short conversation on the 
platform. 
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-I cannot remember what 
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1300. What was it about?- 
we said on the platform. 

1301. Was there any reference to tennis? — There 
certainly was during the course of our journey ; whether 
it started on the platform or not, I do not know. 

1302. Did you ask her where she was working, when 
you were on the platform? — I think not, until we got 
into the train. 

1303. Did you get into the same compartment?— -Yes. 

1304. You knew Miss Chataway had been doing a 
typing course, did you not? — Yes. 

1305. You got in the same compartment?— Yes. 

1306. Did she sit next to the window?— Yes. 

1307. Did you sit next to her? — Yes. 

1308. Did you ask her about what she was doing now, 
what her work was? — As I recollect, she said to me: 
“Since I last saw you, 1 have got a job” and then I 
asked her what it was. 

1309. What did she say?— She said that she was work- 
ing in the Conservative Central Office. 

1310. What was your comment about that? — I cannot 
remember the exact words, but the gist of it was “ What 
fun ” or “ What a lark ” or something. 

1311. Or was it “What a miserable place to work 
or words to that effect? — I cannot recollect using those 
words, but I would not deny using them at all. 

1312. You might have done?— I might have done. 

1313. You would regard that as a miserable place to 
work? — I would regard that as a reasonable comment to 
Miss Chataway in the train. 

1314. What did she say then?— I cannot remember 
making that remark, and I cannot remember what she 
said in reply. 

1315. But whatever comment you made about her new 
job at the Conservative Central Office, she then said some- 
thing, did she not?— I said, as I recollect “What fun. 
Do you get a lot of advance information”, something 
of that kind. 

1316. Are you sure that is what you said? — No, not 
exactly, but that is the gist of it. 

1317. You have given a statement?— Yes. 

1318. In that statement you said: “I said to her some- 
thing like ‘ Oh, what fun. I suppose you get an^ oppor- 
tunity of leaking a lot of advance information . Did 
you use the word “ leaking ”? — I think I possibly did use 
the word “ leak ”. 

1319. Are you sure? — No. 

1320. Did she then tell you she was only working in 

a very subordinate capacity? — Yes. . 

1321. Did she say in what department she was working? 
— Ait some point, but 1 cannot remember when, I got 
the impression, or she told me, that she was working in 
the Press Department of the Conservative Central Office. 

1322. Before this conversation started about what 
Department she was working in, when you were in the 
train had there been any conversation about other matters 
such as tennis?. — I cannot remember where the tennis 
conversation came in, but I think that the first part of 
the conversation was probably about what we had been 
doing since last we met. 

1323. And family matters?— And family matters, yes. 

1324. That was in the train? — Yes. 

1325. It may have been tennis which was discussed at 
that time? — It may have been ; I cannot recollect it. 

1326. Then you got . on to .the Conservative Central 
Office? — Yes. 

1327. And she told you she was working in a sub- 
ordinate capacity in the Press Department. What did she 



say then?— She said, as I recollect, “But I should not 
be surprised if we do not have the police round in a 

da i 328 .What did you say to that?— I said “Oh, why”. 

1329. Did ithat statement surprise you at all/— Well, 

it did, but not so much as 1 was surprised later when it 
was working up. ..... „ 

1330. When you said “ Oh, why what did she say then / 
— She said, and again I would not swear to the exact 
words, but “ About all this Bank rate business . 

1331. Whether you can swear to the exact words or 
not, are you sure that she used the words “ Bank rate ? 

LD2. “Bank rate business”? — “Bank rate” ; I do not 
know about “ business ”. „ _ , „ . 

1333 What did you say then? — I said Good^ uod, 
you didn’t know about that in advance, did you? ’ 

1334. What did she say?— She said ‘ Oh yes . 

1335. “ Oh yes ” or was it “ Yes, we knew / — Or Yes 

we knew , . . . 

1336. Which was it?— 1 do not remember the exact 

1337. What happened then? — I did not pursue that 

matter any further. , .. 

1338. By that, do you mean there was no further con- 
versation between you? — There was no further conver- 
sation on that subject at all. It may have been that we 
then turned to tennis, or we may have turned to our 
newspapers ; I do not know which. 

1339. That conversation could not have occupied the 
time from Woking to Waterloo?— No, it did not. 

1340. Do you recollect handing her a paper to read/ 
— >1 may have done ; I cannot remember. 

1341. And did you start reading some papers to do with 
your work, can you remember? — I do not think I had 
any official papers with me on that occasion ; l do not 
remember. 

1342. When you arrived at Waterloo, were there many 
other people in the compartment at the time when you 
were travelling up?— I think it was a full third class 
carriage. 

1343. Full?— I think so. 

1344. When you arrived at Waterloo did you say any- 
thing to her as you parted? — No, I do not think so, just 
“ Goodbye, see you again soon ”. 

1345. You did not refer again to this conversation 
that you had with her about disclosure of the Bank rate? 
—No. 

1346. Miss Chataway is about eighteen years of age, is 
she not? — I believe she is between eighteen and nineteen. 

1347. Did you ever ask her whether she was talking 
seriously to you? — No. 

1348. Did it ever occur to you that she might have been 
pulling your leg? — No. 

1349. Did you ever ask her after this short conversa- 
tion, whether she really knew anything about the Bank 
rate? — No. 

1350. After you got to the Foreign Office you did your 
day’s work, and then did you decide to sec that a report 
of this conversation was communicated to Mr. Gaitskell? 
— I decided that by the time T reached the office the 
following morning. 

1351. That is twenty-four hours later?— Yes. 

1352. Did you take steps to that end? — I did. 

1353. Without any communication with Miss Susan. 
Chataway, or with her family, before doing so, to find 
out whether or not there had been any misunderstanding 
on your part?— Yes, that is right. 



Cross-examined 

1354. I would like to ask you a few questions on behalf 
of your cousin. Miss Chataway. Did you, in fact, do 
anything to let Miss Chataway or her family know what 
you had done, until, in fact, the matter had been already 
published in the newspapers?— I did not take any steps to 
tell Miss Chataway or her family what I had done, until 
after I had seen the Lord Chancellor. 

1355. Let me see if I have this right: this was a full 
compartment in a suburban train travelling from Woking 
to London?— It travelled from before Woking somewhere, 
but we got on it at Woking. 

1356. It was a full compartment? — I think so. 

1357. And this was a girl, am I right, about half your 
age, or even less than that? — Less. 

1358. And a relative?— Yes. 

1359. Were you on friendly terms with herself and her 
family? — Yes. 

1360. Living in the same neighbourhood? — We had 
been, but they were moving. 
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1361. Moreover she had told you that she had just joined 
the Conservative Central Office? — Yes. 

1362. And was there a learner, or words to that effect? 
— There in a subordinate capacity. 

1363. I think she probably told you that she was 
engaged in stamping envelopes and doing that sort of 
thing? — Very probably, yes. 

1364. Of course, the remarks which you have attributed 
to her with regard to the Bank rate occurred in the course 
of a general conversation, as I understand it, about tennis 
and your respective families? — Not as part of that conver- 
sation ; it was a separate stage in the conversation. 

1365. But the whole train journey from Woking to 
London takes about half an hour? — Yes. 

1366. So it was part of a general conversation, was it 

not? Yes, you might say that. 

1367. And you started the joking, did you not, by 
making an illusion to the opportunity of leaking informa- 
tion which she had? — Yes, that is quite fair. 
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1368. And you made a reference, in fact, to her brother 
Chris, did you not?— I do not recall that, but if she says 
I did, I did. 

1369. You are prepared to accept that that is so?— 
Yes. 

1370. Why did you pick on the word “leaking” may I 
ask? — I do not know. 

1371. Was it because you had already in your mind the 
question of the Bank rate leakage, which you had seen in 
the newspapers?— I had it not particularly in my mind; 
it was nothing to do with me, and I was not particularly 
interested in it. 

1372. May I take it that that remark of yours was 
i intended to be a joke anyhow?— Yes. 

1373. Because if it was not a joke it was a singularly 
offensive thing to say, was it not?— Yes. 

1374. And her reply was in tihe same vein, was it not? 
Wlhen you said “ How useful for Chris, you must be able 
to give him a lot of inside information ” was not her 
reply “ Oh yes, the lot "? — I do not recollect. 

1375. I am told that that is a slang phrase meaning 
“ everything ” or “ the works ” or something like that. 
Do you know that? — I think I should have understood 
iit as meaning that, yes. 

1376. She may have said it? — I do not reoollect it, but 
she may have said it. 

1 377. The next remark, according to you, was something 
to this effect : “ And we are expecting the police any 
day ” ; is that right? — “ Aijy day ” or “ in a day or two ”, 
yes. 

1378. And that followed immediately after the pre- 
ceding remark about leaking information, did it? — As far 
as 1 remember it was the next remark. 

1379. Was that said in a joking fashion? — I did not 
think so. 

1380. X wonder if you could enlighten me on this: it 
appears, if you heard what the Attorney-General opened 
in this Tribunal, that Mr. Wilson — whom of oourse you 
know? — Yes. 

1381. — wrote a letter to the Prime Minister in which 
he enclosed a memorandum on prima facie evidence. I 
have not that in front of me, but I only have the record 
of what was said on that occasion and it apepars to be 
this: “The employee” — presumably Miss Cbataway — 
“ said jocularly that they were expecting the police any 



43 

day ”. Now was that what you told tire person you 
informed, that this was said in a jocular way?— I do not 
recollect whether I used the word “ jocular ” or gave that 
impression at all. 

1382. Can you suggest any other way in which Mr. 
Wilson could have gained the impression that this was a 
thing said in a joke? — No. 

1383. Then you continued to say you asked her why. 
You said “ Oh why ” and she said “ Oh, because of this 
Bank rate business ”. Now assuming that the words which 
you have attributed to Miss Ohataway, namely, words 
about the police and the knowledge of the Bank rate 
were, in fact, said, would you agree that there is a 
possibility, at any rate, that those words were spoken as 
much in jest as the words you yourself had spoken 
earlier about leaking information? — I did not think at 
the time that there was such a possibility. 

1384. Did it not occur to you that your leg was being 
pulled? — No. 

1385. As I understand it, you got off the train with 
Miss Chataway at Waterloo station, and while you were 
standing on the platform you had a further conversation 
about tennis? — I am pretty sure that is not the case. 1 
think we got out of the carriage at different times ; I think 
we were separated by a number of people, and 1 do not 
think that I saw Miss Ohataway after she left the carriage. 

1386. Let me see if I can refresh your memory on this 
point: did you not, in faot, make an arrangement with 
Miss Cbataway that she would come to play tennis at 
your home in Woking the following week-end? — We dis- 
cussed that possibility, but before we left the carriage ; 
that is my recollection. 

1387. But you did nott say a word to her about your 
feelings about this remark about the Bank rate, either 
before you got out of the oarriage or after you got 
out of the carriage? — No. 

1388. In fact, did you travel on the same train as her 
going home the following night Did you know that? — 
I did not know that. 

1389. Did you see her on the train? — No. 

1390. Did you see her the following week-end? — No. 

1391. Had it not been arranged that you would tele- 
phone her to arrange tennis? — A very vague plan was 
made, but there was no undertaking. 



Mr. John Lawrence Pumphrey 



By The Tribunal 



1392. Mr. Milner Holland : How long have you been 
in the public service? — Since the end of the war, 1945. 

1393. Did you think that if there had been a leak in 
the Conservative Central Office, the police would call at 
the Conservative Central Office? — No. 

1394. Then may I take it that you did not think Miss 
Ohataway was speaking seriously? — I would not attribute 
my own ideas of what the police might or might not do 
to Miss Ohataway. 

1395. Did you think it really probable that the police 
would handle suoh a matter? — I did not, no. 

1396. I do not quite understand myself, why you did 
not mention the matter again to Miss Cbataway. You 
were on good terms with her family? — I think so, yes. 

1397. You realised, of oourse, that taking the oourse you 
did was bound to bring Miss Chataway very much into 
the public eye? — I was afraid that might be a consequence, 



y 1398. Did k occur to you to approach anybody except 
— was it the Leader of the Opposition? — I got into touch 
with him, yes. I beg your pardon, I did not hear your 
question. 

1399. I wonder if it occurred to you to consult any- 

body else before you consulted the Leader of the Oppo- 
sition?— I told an official of the Foreign Office, the Head 
of our Security Department, of the conversation that I 
had had. ...... 

1400. Did he give you any advice? — No. 

1401. Did he comment at all? — No. 

1402. Mr. Veale : If I understand aright, all this was 
said in an open railway carriage?— In a railway carriage, 

yC 1403 A young girl of eighteen in an open railway 
oarriage tells you that she knew that the Bank rate was 
coins to go up?— She did not say it so specifically. 

1404 And that the police were going to come?— She 
said that she would not be surprised if .the police came 

r °™05 Did the other people hear?— I do not know 
whether .they heard or not. They were, I dare say, busy 



in their newspapers. 



1406. How long was it before you took any steps your- 
self. When did you see the Security Officer? — It was 
that morning or that afternoon, I am not quite sure 
which. 

1407. And when did you see the Leader of the 
Opposition? — I did not see the Leader of the Opposition 
himself, until .the following Sunday. 

1408. When did you take steps? — I took steps at lunch- 
time on the following day, the Thursday. 

1409. Chairman: You joined the Civil Service in 
1945?— Yes. 

1410. What were you doing before that? — I was in the 
Army. 

1411. Admittedly this conversation started in a joking 
way? — Yes, a lighthearted way. 

1412. What was it that first made you think there was 
something serious? — It never occurred to me to doubt 
that the words which I think Miss Chataway said to me 
were true. 

1413. I want to know what were the first words which 
she uttered that made you think it was no longer a joke, 
but serious? — When she said “About this Bank rate 
business” and I then, to check, said “You didn’t know 
about that, did you ”. 

1414. In other words what Mr. Vick put to you, was 
right, that you realised that when she said, if she did 
say, that the police were expected, at that stage she was 
still joking? — It did not sound as if she was joking, but 
it was dearly — .there was nothing really to build on, as 
it were. 

1415. Not only was she joking, but you knew she was 

joking, did you not, at that stage? 1 do not see that. 

1416. You remember what Mr. Vick put to you. He 
had not the memorandum which had been sent by Mr. 
Harold Wilson, but may I read from it to you now, 
because I have it in front of me and this is clearly your 
story : “ He ” — .that is you — “ was told by an employee 
at the Conservative Central Office that they had known 
about this Bank rate business before the announcement on 
the 19th September. The employee said jocularly, that 
they were expecting the police in any day ”, That must 



Printed image digitised by the University of Southampton Library Digitisation Unit 



44 

liave been obtained from you?— Thait must have been 
Mr. Wilson’s impression of my story. 

1417. I ask you again, what was it that this young 
cousin of yours said in the open railway carriage, which 
made you realise that what had started as a joke was 
serious? — I do not think it is possible ; I cannot recreate 
the tone of the conversation. I think it is fair to say 



3rd December 1957 

■that when she said : “ I expect we will have the poUce 
round any day now ” it was a jocular introduction of a 
serious subject. I naturally asked why, and the answer 
came, to my mind, quite seriously; I had no doubt— 
perhaps wrongly, but I had no doubt. 

1418. And you never saw fit to have another word with 
her? — No. 



Mr. John Lawrence Pumphrey 



Re-examined by The 

1419. One further question: when you saw the Security 
Officer at the Foreign Office and told him about this, 
wihat was his reaction? — Interesting. 

1420. Did he laugh?— No. 

1421. When you say “interesting” what do you mean 
by “ interesting "?— I think he thought it was an interesting 
possibility. 

(The Witness 



Attorney-General 

1422. Did he say it? — I cannot honestly remember what 

he i4Zh Did you tell him all that you have told tire 
Tribunal .today?— I told him the gist of the conversation 
in the railway carriage. He did not, of course, cross- 
examine me. . . , „ _ ... , 

1424. And his reaction was just interesting? — I think 
so ; I do not think there was any action for him to take. 

withdrew.) 



Miss Elizabeth Susan Chataway, sworn 



Examined by Mr. Donaldson 

he sort of said: “I did not know you were so keen, 
we must play at the weekend ”. Then I remember that 
we spoke about holidays and that sort of thing, and 1 
thanked him because he had my elder brother to lunch 
on several occasions. • , 

1442. Family matters in fact, general matters of local 

interest? — Yes. . , . . , . 

1443. Did you return to the subject of your work at 
all?— Yes. 

1444 What did you say or what did he say? — He said 
something like “ What’s this job you have got? ” 

1445. What did you say to him? — I told him what it 

was and where it was and as far as I remember 

1446. You told him what : that it was in the Conserva- 
tive Central Office and in the Press Department?— Yes, 
but I understood that I had told him this on the station 
before and he returned to it in a rather more specific 



1425. Is your full name Susan Chataway? — Elizabeth 
Susan Chataway. 

1426. Do you now live at 46, de Vere Gardens, W.o l 
Yes. 

1427. Would you mind telling the Tribunal how old 
you are? — I am just 19. 

1428. I think you started work at the Conservative 
Central Office on Monday, 16th September of this year?— 

1429. What department were you working in? — In the 

Press Department. , _ 

1430 What were your duties .in t'he Press Department 
during your first week?— They were very limited during 
the first week. I did not understand most of the sort of 
workings of the department and I was merely helping Miss 
Hyslop, who is the head of the department, as far as 

1 t form did the help fete that you Jiving waP' Ww Vtael'c 



Mifksirjvss sssrar eh -m 'itssssThS 

certain amount of telephone work, and I remember par- your brother on that occasion?— Yes, I remember that 
ticularly during that week w ha^tojjndout ^ „ id: .. H o W useful tor 

these and Chris, because he must be able to get all the inside infor- 
mation ” — as far as I remember he said inside inlorma- 



ence handbooks for the Party Conference at Brighton 
and we were stamping the release time on t 

putting them in envelopes to be sent out. , „ 

1432. Did you during the course of your typing meet t ion , not leaks • T . 

“ * * — ■ — <• ” «“ B “ k ■**’ Trni\“ h SeS commentator 1 ?— YcP 0 

1433 In the course of your telephone conversations did 1450. Did you take that remark 
you he “ anything aboit any forthcoming change in that it must be a ,oke. I remembej: it because ^thought 



it was rather a strange remark to make, but I took it as 
a joke and answered it in a similar vein. 

1451. What did you say?— I just said Oh yes, the lot , 

because I did not know how to answer; I could only 
take it as a joke. , . , , . . 

1452. Forgive me for taking you seriously, but have 
you in fact given any information to your brother? — No, 

143(5. You "get thcT’evening papers regularly into the certainly not, and if I had I certainly would not have 
rvffirp as a matter of routine?— Yes. answered him like that. 

1437 At ?h‘f to” the first week during which you 1453. Have you ever been m a w.t.to to g.ve your 
were working at the Conservative Central Office I think brother any information? No, certainly not. 
you w”e uof Uviug at your present address?-No, I was 1454. Deyto ^member _Mmg fern totfMng^bout 



the Bank rate?— No. „ , . 

1434. When did you hear for the first time ot the 
change in the Bank rate?— When the evening papers 
came in on the Thursday and the announcement was 
made .there ; it figured prominently in the evening papers. 

1435. That was when you were working in the office 
during the day? — Yes. 



living dn Woking with my family. 

1438. Do you remember travelling up to London on 
Wednesday, 25th September, on which occasion you met 
Mr. Pumphrey?— Yes, I do. 

1439. You heard Mr. Pumphrey’s evidence, but the 
Tribunal want to hear your version of that conversation. 



your activities or clerical activities in the Press Depart- 
ment? — Yes, I remember saying, again in a rather sort 
of joking way, that I seemed to spend my time filling 
envelopes. . „ . 

1455. Did the conversation continue all the way to 
London?— No, as far as I remember Mr. Pumphrey said 



Tribunal want to near your version ui uuu «uuv«sauu». rWv 

What did you talk about to Mr. Pumphrey?— As far as he had some work to do and h .® Jj a P n d ^ njr-X 

I remember, when I met him on the platform at Woking Mail to read. I do _ remember^that^ in Mad 

Station he said: “How is your .typing course going?”, 
and I told him now I had finished that and was doing a 



job in the Conservative Central Office, and, as I have 
said in my statement, as far as I remember he made some 
remark like “What a miserable place” or some words 
to that effect. At that moment, or almost immediately, 
the train came in and I remember that we both got in 
and sat together, but as we got in I saw somebody that 
I recognised. .. . T 

1440. Leaving aside that other person, with whom 1 
think you had no conversation that has any materiality, 
what were you discussing when you resumed your con- 
versation with Mr. Pumphrey?— Do you want the whole 

° f 1441 . Just the subject matters?— I remember that this 
person I met sparked off a conversation about tennis 



there was some comment, something about the Bank 
rate, and I could not remember, however hard I thought, 
what that was, but I do remember making some comment 
on that as Mr. Pumphrey passed me his paper. 

1456. Can you remember whait your comment was? — 
No, I can remember absolutely nothing about it, but l am 
certain it was the sort of thing like “ Oh, what’s all this ”, 
and he did not answer, because he was then taking his 
papers out of his case. 

1457. Do you think you could, on .that or perhaps on 
any other occasion, have referred to the Police visiting the 
Central Office?— I do not think I could have done, because 
I think I knew that the Police would not conduct an 
inquiry of this sort. 

1458. Could you possibly have made that remark carry- 
and ing on in your joking vein?— 4 certainly cannot swear that 
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I did not make it, .because, as I say, .this was a flippant 
conversation and I would have no reason to remember it 
absolutely word for word. 

1459. But if you did say it, it certainly was not intended 
seriously? — No, certainly. 

1460. When you left Mr. Humphrey at Waterloo was 
anything said?— Yes. We went down the steps together 
and went along together so far as we could, because I was 
going on the bus and he was going on the tube, and he 
said as we left : “ Well, I’ll see you at the weekend ”. 

1461. Did his attitude seem perfectly normal? — It did 
indeed. 



Cross-examined 

1464. It would, would it not, be fair to describe you 
during your first week at the Conservative Central Office 
as a learner? — It would indeed. 

1465. You were in a small department with a number 
of other young ladies — how many other young ladies? — 
Five. 

1466. Under a Miss Hyslop? — Yes. 
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1462. Did you hear from him between then and the 
following weekend? — No, I did not, and, as I say, I had 
the impression I saw him the next day and I had the 
impression that he cut me dead, and I was surprised that 
he did not ring me up at the weekend. I remarked on 
this to my mother, but I never connected that in any way 
with the conversation we had had. 

1463. Did you have any advance information that he 
had communicated either with the Security Branch of the 
Foreign Office or with Her Majesty’s Opposition? — No, 
the first I knew of it was when I was called to the Lord 
Chancellor. 

by Mr. Lawson 

1467. It is right, is it not, that Miss Hyslop was giving 
you instructions from time to time as to what she wanted 
you to do? — Yes. 

1468. And she knew everything that you were doing 
that first week?— Yes. 

Chairman: Mr. Vick, do you want to ask anything? 

Mr. Vick : No questions. 



By The Tribunal 



1469. Mr. Milner Holland : Is this right: the first time 
you knew that anything had been said by Mr. Pumphrey 
was when you were sent for to go to the Lord Chancellor’s 
office? — Yes. 

1470. I have not that in my mind as a date. — October 
11th ; I remember because it was my birthday. 

1471. By then the conversation in the train was about 
three weeks old? — No, that is not quite right ; it was 
16 days. 

1472. Was that the first time that you were asked to 
recall the conversation? — Yes, at was, and that is why I 
do not feel I can swear to any of these things, as it 
seemed at the time an entirely insignificant conversation. 



1473. And you did not in fact see Mr. Pumphrey be- 
tween the train journey and when you went to the Lord 
Chancellor? — No. 

1474. You did get the impression that he had cut you, 
that he had in some way disapproved of you? — Yes. 

1475. You do not think you pulled his leg to the extent 
of telling him you in fact knew all about the Bank rate? 
— I am confident in my own mind that that is not the case, 
but, as I say, I cannot swear to it, because I did not have 
to recall the conversation for over a fortnight. 

1476. In the course of your duties under Miss Hyslop 
did you see any material relating to the measures intended 
by the Chancellor other than the Bank rate? — No. 



( The Witness withdrew.) 



Miss Beryl Mary Maxwell-Hyslop, sworn 



Examined bj 

1477. I think your name is in fact Maxwell-Hyslop? — 
Yes. 

1478. And you are Beryl Mary? — Yes. 

1479. 27, Manson Mews, S.W.7? — Yes. 

1480. Have you been working for about five years now 
in the Press Department of the Conservative Central 
Office? — Yes, I have. 

1481. Under Mr. O’Brien? — That is right. 

1482. Chief Officer of the department? — Yes. 

1483. Are you in charge of the department under him? 

• — Yes, I am the principal secretary and in charge of the 

department. 

1484. You remember on Monday, 16th September, 
Susan Chataway began to work for you?— Yes. 

1485. You had three other girls under you, I think? — 
Yes. 

1486. Were you pretty busy during the week of the 
16th to the 20th?— Yes, we were, because it was just before 
the Conservative Party Conference. 

1487. That would obviously put rather more on you 
than usual? — Yes. 

1488. And Miss Chataway was just doing what you 
wanted her to do to help?— That is right. 

1489. Do you remember that, taking it quite shortly, 
she was doing such work as this : helping in the prepara- 
tion of a list of Ministers’ speaking engagements? — Yes, 
that was the telephoning work. 

1490. She had to get telephone information, I suppose, 
from the Ministers’ secretaries, did she?— Yes. 

1491. And typing a hand-out of Mr. Bevan’s speech for 
distribution, a hand-out to accompany copies of the 
booklet The Farmworker, and stamping them and putting 
them in envelopes, and so on?— Yes. 

1492. That sort of work?— Yes. 

Cross-examined 



Mr. Winn 

1493. Including a speech of the Lord Chancellor. The 
normal office hours are from about 9.30 to 5.30? — Yes. 

1494. One girl on till six on telephone calls? — Yes. 

1495. Do you think Miss Chataway is likely to have 
had any occasion to talk to Mr. O^Brien during the week? 
— I do not think so, no, not unless he came into our 
room, which he does, to probably say good morning or 
good afternoon. 

1496. Would she have any opportunity at all of listening 
to telephone calls of his? — No, none whatsoever. 

1497. You are all together in the room, I take it, you 
secretaries? — Yes. 

1498. Had you any knowledge yourself, before the 
official announcement, of any impending change in the 
Bank rate? — No, none. 

1499. Had you heard anybody even gossiping about 
that? — No, I had not. 

1500. In the office or anywhere else? — No. 

1501. Had Mr. O’Brien said a word to you about that 
at all? — He had not, not before the announcement, no. 

1502. Did it happen that you were in with Mr. O'Brien 
during the morning of the 19th just before noon? — Yes. 

1503. Do you remember that Mr. O’Brien had had a 
telephone call from the Press Association? — I did not 
know at the time that it was from the Press Association. 

1504. But he had a call, and did he make a remark to 
you apparently as a result of that call? — Yes, he did. 

1505. What did he say? — He said something like: 
“ Someone is going to get a shock.” 

1506. Did it seem to you that that remark itself indicated 
that he had just heard some rather surprising news him- 
self? — Well, I was thinking of other things at the time. 
I did not pursue the matter. 

1507. You did not really think about it. 

by Mr. Lawson 



1508. This office which you control is the office of the 
Press Department of the Conservative Central Office? — 

e i509. That, I think, is at Abbey House?— Yes, that is 

^10. Has the Conservative Research Department any 
connection with that Press Office?— No. 

30671 
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1511. Is it in the same building? — No, it is not in the 
same building. 

1512. Do the girls in your office ever do any work for 
the Conservative Research Department?— No, 

1513. I think that is in a building in Old Queen Street? 
—Yes. 
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1514. So far as the work coming into the secretaries’ 1515. Did you see anything on the day before the Bank 
offices is concerned, do you see all that yourself ?— Yes, rate rise was announced indicating any possible changes m 
I think so. economic matters? — No, I did not. 

( The Witness withdrew .) 



Mr. Adrian Christopher Ian Samuel, sworn 



Examined by 

1516. Mr. Samuel, your name is Adrian Christopher 
Ian Samuel?— Yes. 

1517. Of Turner’s Hill, Sussex?— Yes. 

1518. Are you the Head of the Security Department 
of the Foreign Office? — Yes. 

1519. Do you know a certain Mr. Pumphrey? — Yes. 

1520. Did he come to see you one day towards the end 
of September? — Yes. 

1521. Did he tell you a story of a conversation with 
a girl in the train? — Yes. 

1522. Did he tell you her name? — No. 

1523. Did he tell you that she was a relative of his?— 
Yes, I think he said she was his cousin, or a cousin. 

1524. I think he told you, did he not, that she was 
working in the Conservative Central Office? — Yes. 

1525. What did he say, so far as you remember, he had 
heard from her in this conversation?— That the news that 
the Bank rate was going to be raised was known in the 
Conservative Central Office beforehand, and to the best 
of my recollection, lie said the afternoon beforehand. 

1526. Did you tell Mr. Pumphrey whether you thought 
it was anything to do with you? — Yes, I told him I thought 
it was not my kind of security. 



Mr. Winn 

1527. He has told us that your reaction was interesting, 
or it might have been interested. I am not sure. Would 
you agree with that comment? — Certainly interested. 

1528. You were? — But only as an ordinary citizen, not 
in my official capacity. 

1529. You did nothing about it yourself officially? — 
I mentioned it, but only as a matter of interest, to my 
superior. 

1530. You mentioned it seriously, or casually, to your 
superior? — I think more casually than seriously. I did 
not mention it as something on which I was asking him 
to take any action officially. 

1531. Did you give any advice to Mr. Pumphrey about 
the matter? — No. 

1532. How long was he with you, do you think? — 
Oh, a very short time, five or ten minutes. 

1533. For one reason or another you did not devote 
much of your no doubt valuable time to the matter? — 
Oh, I thought about it ; I told him that I did not think 
there was anything that I could do properly, it was not 
my province, but I said I would think about it, and I 
did so. 



By The Tribunal 

1534. Mr. Milner Holland: You had no doubt in your league, but I have never met him outside the office, so 
mind that Mr. Pumphrey had taken the matter quite to speak. 

seriously? — None at all, no. I am sure he had. 1536. You got the impression that he was troubled about 

1535. Had you met him on any other occasion? Did it? — I would say he was troubled, yes. 

you know him well?— I know him fairly well as a col- 

(The Witness withdrew .) 



Mr. Richard Michael Fraser, sworn 



Examined by. The Attorney-General 



1537. I think your name is Richard Michael Fraser? — 

It is. , , _ 

1538. Are you a Joint Director of the Conservative 
Research Department whose office is at 24, Old Queen 
Street, S.W.l?— Yes. 

1539. I want to come now to the 17th of September, 
Tuesday. Were you called upon by the Chancellor’s 
Principal Private Secretary to go to a meeting?— There 
was an arrangement for a meeting at ten. I recall since 
giving that statement that in fact it arose (though I would 
not swear to this) from an approach I had made to the 
Chancellor originally a week before. I wanted to have 
a meeting with him, and he had not been able to fit it in. 

1540. Did you go to the Treasury at about 10 o’clock? 
—I did. 

1541. What information did you get then? — I was told 
that in fact the Chancellor could not see me at that time, 
but would hope to see me before he went abroad. 

1542. Did anything more happen that day in relation 
to your seeing the Chancellor?— Nothing whatever. 

1543. The next morning, Wednesday, 18th September, 
did you have a telephone conversation with Mr. Poole? — 
Yes. I could not be sure what time, but Mr. Poole rang 
me and asked if I could attend a meeting with him with 
the Chancellor at 4 o’clock that afternoon. I said that I 
might find this difficult as I had other meetings which 
were around that time, but that I would try to get there, 
and I asked him if it would be all right from his point 
of view if I sent Mr. Dear, the Head of my Economic 
Section, to be at that meeting so that we would certainly 
have someone there, and he agreed that that would be 
all right. 

1544. Did you attend Lord Hailsham’s Press conference 
at the Central Office at 3.30 that afternoon? — I did. 

1545. Did you see Mr. Poole leave that, meeting? — I 
did. 

1546. Did you leave after him? — Yes. 

1547. But did you meet him on the way to the Treasury? 
— Yes. I somehow got in front of him on the way to 
the Treasury, either by him taking the stairs and me the 
lift, or vice versa, and I saw him coming along behind 
me, and waited for him, and we went die rest of the 
way to the Treasury together. 



1548. In the Chancellor’s anteroom did you find Mr. 
Dear waiting? — Yes. 

1549. A little later did the meeting with the Chancellor 
begin? — Yes, it began a little late. 

1550. Who were present at that meeting? — The Chan- 
cellor himself, Mr. Nigel Birch, the Economic Secretary, 
Mr. Poole, Mr. Dear and myself. 

1551. Flow long did the meeting last? — I would not 
be sure of the time, but I think till somewhere around 
4.40, 4.45. It began a little late, about 4.10. 

1552. Now will you be good enough to outline what 
the Chancellor said to you on that occasion? — After some 
general introduction about the general economic situation, 
he outlined the measures both for limiting investment in 
the public sector and for putting a ceiling on bank 
advances, which have been outlined by other witnesses 
here. 

1553. Was anything said about the Bank rate? — Nothing 
whatever was said about the Bank rate. 

1554. At any time? — At no time. 

1555. What was your reaction to the news of these 
measures? — Well, I thought that there had been credit 
squeezes before, and that therefore the public reaction 
immediately might be not to see anything very new or 
dramatic in these measures, and that therefore the public 
reaction might not be sufficient. 

1556. Did you express that view at the meeting? — I did. 

1557. When the meeting broke up, did you all leave the 
Chancellor’s room, that is to say, Mr. Poole, yourself and 
Mr. Dear, and go to the anteroom? — As I remember it, 
we did. 

1558. Did you go straight back to your office, or did 
you go into any other office? — I went straight back to my 
office at Old Queen Street because I was late for my 
meeting at 4.30. 

1559. Then I think you were working in relation to the 
Party Conference till about 6 o’clock, and then did you 
go home and do some more work about the Party Con- 
ference? — No, I was actually in my office working on the 
Party Conference material until eight. 

1560. On the Thursday morning, the 19th September, 
did you attend a meeting with the Chancellor of the Duchy 
of Lancaster at a quarter to ten? — I did. 
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1561. With Mr. Simms, and is he the Chief Publicity 
Officer of the Conservative Party? — He is, and I was with 
him. 

1562. Was anything said at that meeting to indicate to 
you that there was going to be any increase in the Bank 
rate? — Nothing that would indicate that to me, no, in the 
course of the discussion at that meeting which was in fact 
very much on the same lines as for that which occurred 
at the Chancellor’s before, only in less detail. There was 
discussion at that meeting of the cuttings from the Daily 
Telegraph and the Financial Timex of that morning, which 
Mr. Simms had seen, but which I had not at that stage, 
and they were the first things that we discussed at that 
niccting. As you will remember, there was a reference 
in the Daily Telegraph, I think it was, to a possibility 
of a rise in the Bank rate, and arising out of that Mr. 
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Simms asked a question. Again I do not recall the exact 
terms of the question; it was something like: "Is there 
any likelihood of a change in the Bank rate,” or something 
to that effect. To that question Dr. Hill replied non- 
committally. Again 1 do not remember the exact words, 
but the impression 1 gained was that, “That is always 
possible.” 

1563. Before the Bank rate increase was announced, had 
you, again as a result of any interviews you had had, 
any indication, impression or information that that was 
likely to happen? — No. 

1564. Apart from the article we know that forecast an 
increase?— -Yes, and that in fact, because of going into 
this meeting earlier, 1 had not, prior to the Bank rate 
being raised, actually seen, although we discussed it at Dr. 
Hill's meeting. 



Mr. Richard Michael Fraser 



Re-examined by Mr. Lawson 



1565. First of all, when you got back to your office at 
Old Queen Street on the afternoon following the meeting 
with the Chancellor of the Exchequer, did you see Mr. 
Dear again that afternoon? — Yes and no, in the sense that 
he popped his head round the door — I was in another 
meeting — and said: “Is there anything else urgent,” or 
something like that, “ that you want from me? I am 
going home to sleep on this.” 

1566. To sleep on what? — On the document that he had 
been given at the Treasury. 



1567. Had you yourself seen the document? — No, not at 
that stage. I did not see the document until the following 
afternoon. 

1568. The other thing I want to ask you about is this: 
so far as the secretarial stuff of the Conservative Research 
Department arc concerned, where are they to be found? 
— They are in Old Queen Street, in 24 and 34 Old Queen 
Street, which arc our two houses. 

1569. Have the clerical staff at the Central Office at 
Abbey I-Iousc anything to do with the work of the 
Research Department at Old Queen Street? — No. 
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1570. Mr. Milner Holland-. You are, I understand, Joint 
Director of the Conservative Research Department? — That 
is correct. 

1571. You have been there some time? — I have been in 
the department for ten years, or eleven years, and I have 
been Joint Director since August, 1951. 

1572. You are a man of experience in this sort of thing? 
— I would say so. 

1573. You are the sort of person who would be very 
conscious of the fact that Thursday morning is the morn- 
ing on which changes in the Bank rate are announced?- — 

.1 would not be terribly conscious of it, no. I ant not par- 
ticularly on the economic side. I am a general adminis- 
trator of the department, though obviously I know about 
the Thursday morning, but it is not the sort of thing I 
would carry in my mind always. 

1574. You made some remark, l gather, on the 
Wednesday when you saw the Chancellor that you thought 
the programme would not make a great impact on the 
public? — Yes. 

1575. You did not ask a question then as to whether 
there was a possibility of the Bank rate being raised? — 
No, I did not. 

1576. But on the Thursday morning, when you saw 
Dr. Hill, were you conscious that it had been put at any 
rate as a possibility in the Daily Telegraph'! — I was. 

1577. And then you did ask? — I did not ask the 
question, Mr. Simms did. 

1578. You heard the question asked?— I heard the ques- 
tion asked. 

(The Witness 



1579. Did it strike you then as a very relevant question, 
in the circumstances? — Yes. 

1580. I mean, there was pressure on the £, and so forth, 
and loss of confidence in sterling. Did it strike you then 
that it was a very relevant question? — A perfectly relevant 
question. 

1581. And you got merely the answer: “That is a 
possibility ”? — I would not swear to those words, but that 
was the impression. 

1582. To that effect?— Yes, to that effect. 

1583. Chairman-. It was Mr. Dear, was it, who asked 
if there was a note, or received a note? — He received a 
note. I do not think he asked if there wits a note, f 
think he may have. 1 do not recall that. 

1584. When you were there did you not ask, or did 
Mr. Poole not ask, if there was some note you could 
take away? — I have a not very clear recollection of some- 
one asking, but it was not me, at least as far as I remember 
it was not me, and I am not sure who did. 

1585. I suppose the position was the Chancellor was 

going to Washington, and he was saying: “Tomorrow, 
Thursday, there is going to be a hand-out to the Press of 
the Government measures ”? — I am not sure he said those 
exact words, but 

1586. That was what you knew? — Yes, we knew that 
that was going to happen. 

1587. Did not you, or somebody, then say: “Well, 
can we have an advance copy?”? — I think someone did, 
yes, but it was not me, as far as I remember. 

withdrew.) 
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1588. Mr. Birch, you are, of course, the Economic 
Secretary of the Treasury?— Yes. 

1589. Were you present on the Sunday afternoon, the 
15th September, at No. 11, Downing Street, with the 
Chancellor and the Governor of the Bank of England? — 
Yes. 

1590. At that meeting on Sunday, 15th September, in 
the evening, did the Governor of the Bank advocate an 
increase in the Bank rate to 7 per cent.? — He did. 

1591. We shall be taking this in much greater detail 
later, but it was raised? — Y es. 

1592. Then on the Wednesday, the day before the in- 
crease, in the morning, did you several times have occasion 
to see the Chancellor? — Yes, I did. 

1593. During one of those meetings did he tell you 
that the final decision to increase the rate to 7 per cent, 
had been taken so far as he and the Prime Minister were 
concerned, and they would give their consent, if the 
Governor of the Bank saw fit to do it?— That is right, 
yes. 



1594. Of course, it must be kept clear, must it not, 
that the decision to alter the Bank rate is made by the 
Governor of the Bank of England? — That is constitu- 
tionally correct, I understand. 

1595. But this was an intimation to you that the Chan- 
cellor of the Exchequer and the Prime Minister were 
agreed so far as it concerned them to that course being 
taken? — That is right. 

1596. In the afternoon of the 18th, shortly after 4 
o’clock, did you go to the Chancellor’s room and find him 
there with Mr. Oliver Poole and Mr. Fraser who has just 
given evidence, and Mr. Dear? — Yes, I attended a 
meeting with those people shortly after 4 o’clock that 
afternoon. 

1597. I think you probably heard Mr. Fraser give his 
version of it, did you a few minutes ago? — Yes. 

1598. Is it right that various economic measures were 
forecast, but no mention of the Bank rate? — That is right. 
The Chancellor took them through the substance of the 
statement apart from the Bank rate. 

C 2 
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1599. Towards the end of that meeting did somebody 
ask that a summary might be given? — Yes. My recollec- 
tion is that it was Mr. Poole who asked, but I would not 
swear to that. I think it was Mr. Poole. 

1600. At any rale, after you had all left the Chancellor 
did Mr. Poole and Mr. Dear come into your room for a 
few minutes? — Yes. They walked out, the way out was 
past my room, and they stopped there for a few minutes 
while they were waiting for the statement to be handed 
to them. 

1601. As they were leaving again, did you see something 
handed to Mr. Poole? — I do not think I personally saw 
it. I know it was handed, but I do not think I actually 
saw it with my own eyes. I would not swear to it, 
anyway. 
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1602. Did you see the document that was handed? — I 
did not see 'the document. Of course, I had previously 
seen a document. 

1603. What I mean is, you did not see the actual piece 
of paper that was then handed? — No, I did not read it. 

1604. Did you understand that there had been some 
arrangements for the Private Secretaries, Mr. Bennett and 
Mr. Maude, to provide a piece of paper? — Yes. I under- 
stood that the Chancellor had given instructions to his 
Secretary that this piece of paper was to be supplied. 

1605. I am sure you will not be offended if I ask you 
this : did you tell anybody at all of your knowledge of the 
increase that was coming in the Bank rate? — Nobody 
outside the Treasury. 



Mr. Nigel Birch, M.P. 
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1606. Mr. Milner Holland: At the time you are 
speaking of, there was considerable pressure on the 
pound? — Yes. 

1607. And an increase in the Bank rate is a fairly well 
recognised method of combating that sort of circum- 
stance? — Yes. 

1608. Did it surprise you that when Mr. Poole, Mr. 
Fraser and Mr. Dear were discussing the Chancellor’s 
measures for strengthening the pound, nobody asked the 
question whether the Bank rate was going up? — Well, 
they did not ask it. I had not thought till now whether 
it surprised me or not. It does not appear that most of 
the other people who discussed this asked the question. 

1609. At any rate, you are perfectly clear in your mind 
that the question was not even asked? — It was not asked, 
no. 

1610. Chairman: But in fact, the general measures 
which were proposed would not have been of very much 
avail, would they, without an increase in the Bank rate? 
—Well, I would say that that was a very debatable point 
indeed. After all, to put a sharp restriction on the expan- 
sion of investment and to restrict bank advances are in 
themselves very powerful weapons indeed. I would have 
thought that the measures, quite apart from the Bank 
rate, would have had a very considerable impact, and 
will have a very considerable impact. 

1611. I have not got it in front of me now, but I was 
thinking that the paragraph 9 that was added to the brief, 
or handout, whatever it is called, did refer to an increase 
in the Bank rate as one of the measures necessary to 
support the other proposals?— Well, I cannot charge my 
memory with exactly what paragraph 9 said now, but 
certainly it announced that the Bank rate was going up 
to 7 per cent. It probably said it was a complementary 
measure, and it obviously was. But I do not remember 
the wording of that paragraph. 

1612. But this last paragraph, as I understand it, reads : 

“ The Bank of England have my approval for announcing 
the raising of the Bank rate from 5 per cent, to 7 per 
cent. This exceptional rise is made necessary because of 
the heavy speculative pressure against sterling.” Then 
this is the sentence that I had in mind : “The increase was 
required in any event to give support to the measures 
already referred to during the period in which they are 
developing their full effect.”— Well, I fully agree that it 
was right to put up the Bank rate for that purpose. But 
I will say, and I believe it, that the measures themselves, 
apart from the Bank rate, were powerful ones and will in 
time increasingly show their effect. 

1613. The point I had in mind was that the Chancellor, 
and no doubt you, recognised that an increase in the 

C The witne. 



Bank rate was required to support the other measures 
as is stated here. Is not that a matter which many people 
have realised was necessary once they knew the economic 
measures that were proposed? — Well, clearly, if there is 
a foreign exchange crisis going on putting up the Bank 
rate is one of the things you can do. There were rumours, 
of course — I suppose had been for months — that some- 
thing was going to happen. I mean certainly it is a 
possibility, clearly. 

1614. Perhaps I have not made it clear. Of course 
pressure on the pound would mean that people might 
well forecast a rise in the Bank rate? — Well, they could 
certainly decide that that was one of the things that might 
be done. 

1615. The point I have in mind is once they had this 
handout without the last paragraph, in other words the 
credit squeeze, investment levels, and so on— .that is the 
Government proposals — once they had that, as it were 
in their hands, would not they be apt to say “ that is 
another reason for putting up the Bank rate”? — Well, 
I would not have thought they would have said that was 
another reason, I must say. In fact, what appears to 
have happened when people were told these measures 
was that they concluded that this was a substitute for 
putting up the Bank rate. 

1616. It puzzles me that they should feel that when the 
Chancellor is saying “ so far from this being substitution, 
it is necessary to raise the Bank rate . . . ” — Well, it 
certainly was necessary as a complement in my opinion, 
but that is a matter of opinion. 

1617. A matter of opinion, 'but you would agree that 
other people beside yourself might come to the same 
conclusion? — Oh, yes, certainly, of course. 

1618. Mr. Milner Holland: Assuming pressure on the 
pound from foreign exchanges, would limiting bank 
advances and restricting capital expenditure, both in the 
public and private sectors strengthen the pound in the 
foreign exchanges?— I think they would. Surely I think 
the reason why there was pressure on the pound, apart 
from speculation in the Mark, was that that people thought 
we were inflating the economy, and therefore the pound 
was going to lose its internal value, and therefore 
its external value. The measures, apart from Bank rate, 
were designed to reduce inflationary pressure at home, 
and therefore, as far as they went, they certainly would' 
be of benefit to the pound. 

1619. That is the question I wanted answered. They 
would have an effect on the external pressure? — I would 
have said, certainly, yes. 

1620. As well, of course, as having a counter-inflationary 
effect at home? — Yes. 

r withdrew .) 



Mr. Evan Walter Maude, sworn 
Examined by The Attorney-General 



1621. Is your full name Evan Walter Maude?— Yes 

1622. Are you Principal Private Secretary to the Chan- 
cellor of the Exchequer? — Yes. 

1623. Have you held that appointment for over a year? 
— Just over a year. 

1624. In the course of your duties, do you normally 
expect to see all papers of any importance that pass 
through the Chancellor’s office? — Yes. 

1625. And the Chancellor sees them in the course of 
his duties? — Yes. 

1626. Did you become aware some time during the 
week beginning 9 th September that the question of raising 
the Bank rate was under consideration? — Yes. 



1627. And also that the Chancellor was going to make 
a policy statement before he left for Washington?— Yes. 

1628. Did the Governor and the Chancellor meet on 
Sunday the 15th September? — Yes. 

1629. When was the first indication that you had that 
there might be an increase up to 7 per cent.? — I think 
I heard it some time on the Monday, the day after the 
Chancellor and the Governor had spoken. 

1630. That is to say, you heard it inside the Treasury? 
—Inside the Treasury, from the Chancellor himself I 
think, 

1631. At 2.30 pm. on Tuesday, 17th September, did the 
Governor of the Bank of England and Mr. Robarts come 
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to see the Chancellor at No. 11 Downing Street? — Yes, 
they did. 

1632. Were you present at the discussion? — Yes, I was. 

1633. Did it relate to the restriction of bank advances? 
— Yes, it did. 

1634. Did it last about 25 minutes? — Just under half 
an hour, I think, yes. 

1635. Did that discussion relate at all to Bank rate? — 
No. To the best of my recollection Bank rate was not 
mentioned at all at that meeting. 

1636. Were you also present at No. 11 Downing Street 
shortly after 9.30 p.m. on the evening of the 17th Septem- 
ber at a meeting there? — Yes, J was. 

1637. Was the Governor of the Bank of England there? 
— Yes. 

1638. Sir Roger Makins?— Yes. 

1639. Sir Edward Compton? — Yes, Sir Edmund 
Compton. 

1640. And the Chancellor? — Yes. 

1641. Did the Chancellor go on with the Governor to 
see the Prime Minister at 10 o’clock? — Yes. 

1642. Did you wait till they returned? — Yes. 

1643. Did you then learn that no firm decision had been 
reached on the proposal to increase the Bank rate? — Yes, 

I did. 

1644. That further time was wanted for consideration? 
-Yes. 

1645. Before the meeting with the Prime Minister did 
the Governor of the Bank of England tell the Chancellor 
that Mr. Robarts was very anxious to see the Chancellor 
again that evening? — Yes, he did. 

1646. For what purpose? — As I understood it, to 
discuss the terms of the draft statement, the part of the 
draft statement referring to the limitation of bank 
advances. 

1647. Did you consequently telephone Mr. Robarts? — 
Yes, I did. 

1648. At his home? — Yes. 

1649. While the Chancellor was with the Prime 
Minister? — Yes. 

1650. Did you speak to him again about 11 o’clock at 
night? — Yes, after the Chancellor had come back from 
No. 10. 

1651. And ask hint to come round to 11 Downing 
Street? — Yes. 

1652. Did he do so?— Yes, he did. 

1653. Did you sec him in the Chancellor’s drawing 
room? — Yes. 

1654. And then did you go home from No. 11 Downing 
Street? — Yes, J did. 

1655. At 10 o’clock the next morning did the Chancellor 
see the Prime Minister to your knowledge? — Yes, he did. 

1656. Did he come across to the Treasury about 

II o’clock? — Yes. 

1657. What did he tell you then? — He told me that the 
Prime Minister and he had agreed that it would be right 
that the Bank rate should be increased to 7 per cent. 

1658. Did you see Sir Roger Makins and was it agreed 
that he should inform the Governor to that effect? — 
Yes, that is so. 

1659. And later on that day did you receive from Sir 
Roger Makins a draft final paragraph for the statement 
dealing with Bank rate? — Yes, during the afternoon. 

1660. That is the statement dealing with all the other 
measures and then the final paragraph to go on in relation 
t o the Bank rate? — That is night, yes. 

1661. That was during the afternoon, was it? — Yes. 

1662. Did you show that paragraph to 'the Ohancellor? 
— Yes. 

1663. And was that sent across for the Prime Minister 
to see? — I sent it across to the Prime Minister’s private 
secretary. 

1664. In consequence of this- did the Chancellor decide 
to see certain representatives of the press in a series of 
personal interviews? — Yes, he did. 

1665. To explain the significance and purpose of the 
economic measures? — Yes. 

1666. Did you make the arrangements for those 
meetings? — I did not ring up any of the newspaper repre- 
sentatives myself. I asked Mr. Downey who is my 
colleague in the Chancellor’s office to do the telephoning. 

1667. Did the Chancellor see the various press repre- 
sentatives alone or in some cases with the Economic 
Secretary present? — I think in the first part of the after- 
noon the Economic Secretary was present. 

1668. Were you present at any of the (interviews? — No, 

1 was not. 



1669. Had the Chancellor on his desk a copy of the 
draft of the statement, do you know? — I am not absolutely 
certain. I think probably not. 

1670. Had he on his desk — can you say whether you 
are certain about this— any statement relating to the Bank 
rate when he saw these people? — No, I am certain he 
had no piece of paper relating to the Bank rate on his 
desk. 

1671. At the Chancellor’s request did you arrange for 
Mr. Fraser to come to see the Chancellor on Tuesday 
1 7th September? — Yes. 

1672. 1 think that meeting did not take place, did it?— 
I had thought until 1 heard Mr. Fraser recount it just 
now that Mr. Fraser had not turned up at all, that it had 
been cancelled, but I do now 'remember, having just heard 
it, that 'ho did come to the Chancellor’s office in the 
Treasury and that I explained to him that the Chancellor 
could not see him but would do so later in the week. 

1673. Did you arrange later for a meeting between the 
Chancellor, Mr. Poole, Mr. Fraser, and Mr. Dear at 
4 o’clock that Wednesday afternoon?— When the arrange- 
ment was made there was not any mention of Mr. Dear’s 
coming. 

1674. But was that arranged? Mr. Dear did come?— 
Mr. Dear did come, but it was a surprise to me when he 
entered the room. J did not know he was coming. 

. 1675. When they were all there did they all three go 
into the Chancellor’s room?— Yes. 

1676. Was the Economic Secretary there?— Yes, he was. 

1677. Were you present at that interview?— No I was 
not. 

1678. When he came out of the Chancellor’s room with 
the Economic Secretary did Mr. Poole say anything to 
you?— Yes. He said that the Chancellor had said that 
J could give him a piece of paper summarising or stating 
the .items in the statement which he had just been told. 

1679 What did you say you would do?— I said at that 
point I would sec what I could find, or see what I could 
do. I made a slightly non-committal reply. 

1680. Did Mr. Poole then go along with the Economic 
Secretary to the Economic Secretary’s office?—' Yes, he did. 

1681. Did Mr. Dear go along to join them a few 
moments later?— A few minutes later, I should say, yes. 

1682. Was the only document then in existence which 
described the economic measures the draft statement itself? 



1683. I would like you. if you would, to produce, if 
you have one, a copy of the draft as it was then in 
existence? — Yes, I have one here. 

1684 Is it on a piece of paper printed in red “Top 
Secret on top? — I think it is the same, yes. 

1685. May I just look at it. ( Document handed to the. 
Attorney-General.) The statement that you have shown 
to me has had a piece cut off the bottom?— It has. 

1686. I do not want to come to that yet. The original 
document is headed “ Final draft of the Chancellor’s state- 
ment” is it? — Yes. 



1687. And it has eight complete paragraphs and in its 
original form did it have “ 9. (Paragraph to be added) ”?— 
Yes, that is conreat. 

1688. Did you speak to the Chancellor about this? — 
I did not immediately speak to the Chancellor. I did, I 
suppose, about five minutes later. 

1689. What did he tell you?— When I saw the Chan- 
cellor about five minutes later he said something to the 
effect that, of course Mr. Poole should not be given any 
document that bore any reference to the Bunk rate, and 
I assured him that that was the case. I had by that time 
in fact given Mr. Bennett the copy for Mr. Poole. 

1690. What had you done to the original document 
which contained that reference to “9. (Paragraph to be 
added) ”? — I had cut off with a pair of scissors the bottom 
two inohes or so which contained the words “9. (Para- 
graph to be added) ”. 

1691. So that it looked as if the complete document 
consisted of eight paragraphs and nothing more?— Yes. 

1692. Did you hand that document to Mr. Bennett, do 
you say?— Yes, I did. 

1693. To give to Mr. Dear or whoever it was from the 
Central Office? — Yes. I assumed he would give it to 
Mr. Poole. 

1694. In the course of that evening or in the course of 
that morning had you communicated any information 
about the rise in the Bank rate to any person to whom 
it was not your duty to communicate it?— No, I did not. 
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1695. Chairman : When Mr. Poole and the others came 
out of the meeting with the Chancellor at about 4.40 or 
4.45, or thereabouts, I understand Mr. Poole turned to 
you and said, “ The Chancellor has said that I can have 
a copy of the statement”? — Yes, words to that effect. 

1696. And they— that is, Mr. Poole, the Economic 
Secretary, and Mr. Fraser, and possibly Mr. Dear . 
Mr. Dear a few minutes later. 

1697. — went down to the Economic Secretary’s room? 
—I think Mr. Poole and the Economic Secretary went 
almost immediately to the Economic Secretary’s room and 
Mr. Dear followed a minute or two minutes later. 

1698. You, I understand, went and had a word then 
with the Chancellor, did you? — No. I took a copy of 
this draft from a steel cupboard behind my desk, did 
the cutting off of the bottom two inches, and I took it 
along and gave it to Mr. Bennett, the Economic Secretary s 
Private Secretary for Mr. Poole, and I then came back 
to my own office, and it was in fact at the beginning 
of the next meeting when I was sitting at his table beside 
the Chancellor that he turned to me and made this point 
that of course no document bearing any relation to the 
Bank rate should be given to Mr. Poole, and having 
anticipated his wish I assured him that that was all right. 

1699. Now may I go back to something that you said 
earlier. The draft of what became paragraph 9 was sent 
across to the Prime Minister for his approval? Yes. 

1700. When did paragraph 9 come back approved, do 
you know?— I do not think a physical piece of paper 
came back. I think I heard on the telephone in sufficiently 
guarded terms that the Prime Minister had agreed the 

1701. Who had the original? Did you have if?— I 
had the original and either that night or the following 
morning I stapled it to one of the duplicated copies and 
gave it to a typist for the final version. 

1702. That is really what I wanted to know. When did 
the approved draft leave your possession and go to any 
typist or clerks for copying? — At about half past ten on 
the Thursday morning. 

1703. Not till then? — I do not think so, no. We had a 
considerable last minute rush in getting physically 500 or 
600 copies done in time for a deadline of quarter to 
twelve. 

1704. Mr. Milner Holland : The deadline quarter to 

twelve was for a hand out of course after the Bank of 
England had taken their step-^a handout to all and 
sundry?— Yes. It was arranged that the Bank of England 
would make their announcement at what is their normal 
time of about ten minutes to twelve and that that would 
be immediately followed by the release of the Chan- 
cellor’s statement. . „ „ . , 

1705. Can you help on one small point? This may be 
important. How long had the draft been in the form 
which you have described where 9 appeared as 9. 
(paragraph to be added) ”. How long had the document in 
that form been in existence — two or three days? — No, less 
than that. I think it must have been typed in this form 
sometime on the Tuesday, certainly not earlier than that. 

1706. Is this, broadly speaking, your wording, the draft- 
ing of this? — No, by no means. 



1707. And would there have been earlier drafts which 
did not even have any reference to a ninth paragraph? 
— Yes, there were a number of earlier drafts, none of 
which’ had reference to a ninth paragraph. 

1708. By the time Mr. Poole, Mr. Fraser and Mr. Dear 

were calling on the Chancellor, this was the current last 
d Pa ft ?_This was what was hoped would be the final 
draft. , „ ,,, 

1709. Were there other copies of it elsewhere?. Was 
it that, broadly speaking that was in the cupboard in your 
room?— All the spare copies were in the cupboard in my 
room, but the Chancellor and the Economic Secretary 
and six or seven senior officials of the Treasury had each 
had a copy from me. 

1710. They were kept in the cupboard for anyone who 
wanted another copy?— Yes. 

1711. And were put in distribution one by one? — No, I 
did the distributing myself. 

1712. And you were the guardian of the cupboard? — 
Yes. 

1713. Mr. Veale: I do not suppose you have seen the 
original again have you, the copy you handed over? — 
No, I have not. 

1714. I do not know whether it is in this room. Was it 
actually on this kind of paper that I am holding up now? 
— Yes. These copies were made yesterday, or the day 
before yesterday, from one of the original copies which 
is on the file in the Treasury. It was identical paper. 

1715. So that the paper had got “Top Secret” printed 
on the top already? — Yes. 

1716. And when it was copied for this purpose was it 
spaced in the same way? — Exactly the same, yes. The 
turnover word was the same word. 

1717. Which was “ planed ”? — Yes. 

1718. Then the second page would come down practic- 
ally to the bottom just as it does on this copy I have 
here? — To within a quarter of an inch. I have measured 
it, it is the same, yes. 

1719. When you cut off the last two inches, you would 
be cutting off right close to the word "few” then? — Yes. 

1720. What I am wondering about is this: would it be 
clear to somebody, if they had thought about it, that 
something had been cut off? — I did think about this at the 
time, and I in fact took some little trouble to make the cut 
neatly so that it did not leap to the eye that it had been 
cut off or that it was obvious that something had 
disappeared. 

1721. You cut it off with a pair of scissors? — Yes, T did. 

1722. What sort of length scissors? — About six or seven 
inches. 

1723. That is why I asked if we could have the original. 
You did not slice the foot off, you used scissors? — No, I 
think I did it quite neatly. 

1724. Chairman : I ought to have asked you this form- 
ally: apart from senior Treasury officials who had copies 
and the one that was given to Mr. Poole, were there any 
others distributed by you? — I think that I must have sent 
one to the Prime Minister or to the Prime Minister’s 
office. 

1725. But nobody asked for and received a copy besides 
Mr. Poole? — No. 



( The Witness withdrew .) 



Mr. Christopher Stanley Bennett, sworn 



Examined by 

1726. Mr. Bennett, your names are Christopher Stanley? 
— Yes. 

1727. Of 66, St. Georges Drive, S.W.l ? — Yes. 

1728. Have you been Private Secretary to the Economic 
Secretary to the Treasury since April of this year? — Yes. 

1729. I suppose as his secretary you would know best 
who saw him at any time and what meetings took place? 
—Yes. 

1730. When did you first hear yourself of the decision — 
the political decision subject to the Bank’s decision — to 
increase the Bank rate? — Some time during Wednesday 
the 18th. 

1731. Can you fix it at all in relation to lunchtime? 
— I think it was about lunchtime. 

' 1732. Can you remember now how you got the infor- 
mation? — Not precisely, but I expect that it was by seeing 
a draft of the statement that was to be made about it 
the following day. 

1733. Is that the same statement that Mr. Maude was 
telling us about? — Yes, I think so. 



Mr. Winn 

1734. Complete with the ninth paragraph? — What I 
mean to say is that I learned about the decision to raise 
the Bank rate from seeing a draft of the ninth paragraph. 

1735. Did you handle that draft yourself at all? — I do 
not quite see what you mean. 

1736. Did you take it to anybody? — I shewed the 
successive drafts to the Economic Secretary and, as I 
remember, I either took them back personally or they were 
sent back under “ Top Secret ” cover to the Chancellor’s 
office. 

1737. Would your own personal assistant, Mrs. 
Cameron, have any occasion to deal with the draft? — 
She would probably have seen the drafts, certainly if, as 
I think quite possible, I sent them back under “Top 
Secret ” cover. 

1738. She would put them into the envelopes? — Yes. 

1739. Would that be in the course of the afternoon? — 
Yes. 

1740. Did you mention your having learned of this 
decision to anybody outside your own office? — No. 
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1741. Do you remember that during the afternoon Mr. 
Oliver Poole and another man came to see the Economic 
Secretary? — Yes. I knew that the Economic Secretary was 
going to be with the Chancellor when Mr. Poole came to 
see him during the afternoon, and I learned that, in fact, 
Mr. Poole came out of the Chancellor’s room with the 
Economic Secretary and went into the Economic Secre- 
tary’s own room for a minute or two. 

1742. Can you help us to learn how long the Economic 
.Secretary was with the Chancellor that afternoon, and 
how many of his meetings the Economic Secretary 
attended? — I have checked on this from my diaries : the 
Economic Secretary did not go to any of the Chancellor’s 
meetings except that with Mr. Poole. 

1743. That means that he was not with the Chancellor 
before about four o’clock? — Yes. 

1744. He attended the meeting that the Chancellor had 
with Mr. Poole? — Yes. 

1745. Mr. Poole came with another man, who we know 
to be Mr. Fraser, and went into the Economic Secretary’s 
room? — Yes. 

1746. Do you remember Mr. Maude coming at that 
stage and handing something to you? — Yes. Mr. Maude 
came with a piece of paper in his hand and explained to 
me that the Chancellor had undertaken to give Mr. Poole 
a piece of paper setting out the measures that he proposed 



to announce on the following day, and Mr. Maude asked 
me to give this piece of paper to Mr. Poole when he left 
the Economic Secretary’s room. Mr. Maude pointed out 
to me that he had performed the operation of cutting oil 
the last two inches that he has described, and pointed out 
to me that the statement now incorporated no reference to 
Bank rate. 

1747. Did you look yourself with any care at the part of 
the paper where the cutting operation had taken place? 
— No great care, no. 

1748. Not looking at it with any very great care, did it 
make an impression on you that there had been some 
cutting done, or did that not strike you? — Mr. Maude 
pointed out to me that he had done the cutting, so that 
my view was rather formed for me. 

1749. You were “ conditioned,” as I believe some social 
scientists say. Apart from that, was it obvious? — I find 
it very difficult to say. I was not looking at the document 
with a fresh eye. 

1750. Unfortunately, we cannot produce that to look 
at it itself. Did it end part of the way down the page?- — 
Very near the foot of the page, as I remember it. 

1751. So you did give Mr. Poole, when he came out of 
the Economic Secretary’s room, that piece of paper, and 
at the time it had no ninth paragraph on and no reference 
to a ninth paragraph? — That is correct. 



(The Witness withdrew.) 



Mr. David Maurice James Dear, sworn 
Examined by The Attorney-General 



1752. Is your name David Dear and are you head of 
the Economic Section of the Conservative Research 
Department? — My full name is David Maurice James 
Dear. I am head of the Economic Section. 

1753. On the 18th September were you asked by a Mr. 
Fraser to go to a meeting at the Treasury at four o’clock? 
—Yes. 

1754. 1 think you arived there first and they joined 
you there later, did they not? — I arrived a few minutes 
early and I should think 1 wailed ten minutes or a quarter- 
of-an-hour before they arrived. 

1755. Will you answer as shortly as you can. Were 
there present the Chancellor of the Exchequer, Mr. Birch, 
Mr. Poole, Mr. Fraser and yourself at that meeting? — 
Yes. 

1756. Were you present when Mr. Fraser gave his 
account of what took place when you were with the 
Chancellor? — Here? 

1757. Yes?— Yes. 

1758. Do you agree with that account? — Entirely. 

1759. Was there any reference made at any time to the 
Bank rate? — No. 

1760. Or were any questions asked about the Bank 
rate? — No. 

1761. After the meeting Mr. Poole went off with Mr. 
Birch, did he not? — Yes. 

1762. Did Mr. Poole later hand a document to you? — 
Yes. 

1763. Was it an advance copy of the Chancellor’s state- 
ment to the Press? — I took it to be an advance copy of 
the Chancellor’s statement to the Press, but I now know, 
of course, that it did not contain the last paragraph. 

1764. Did it contain any reference to the last paragraph? 
— None at all. 

1 765. What did you look upon that document as ; what 
category of document? — I looked upon it as a Press 
hand-out with an embargo on the time of release. 



1766. Did you then go back to your office with the 
document and, after speaking to Mr. Fraser, tell him to 
sleep on it, and did you then go home to the country? — 
Yes, I did. 

1767. The next morning did you start to write a brief 
based on the note you had been given at the Treasury? — 
Yes, the following morning. 

1768. When did you first learn about the rise in the 
Bank rate? — Somewhere about a quarter past twelve on 
Thursday, the 1 9th. 

1769. Did you then incorporate that information in 
your brief? — Yes. 

1770. Did you at any time before 12.15 have any idea 
that the Bank rate was to be raised? — I had no idea at 
all. It came as a complete surprise. 

1771. Did you, at any time before it became public, 
speak to anyone, either about your interview with the 
Chancellor or the note? — No. 

1772. Did you show the note to anyone? — Not until 
about 12.30 on the Thursday, when I called in one of 
my staff to discuss a point. 

1773. Forgive me for asking, but did you have any 
financial transactions at that time on the Stock Exchange? 
— None at all. 

1774. Or advise anyone else as to financial transactions? 
—No. 

1775. What has happened to that note that you had? — 
I produced it twice to the Lord Chancellor during the 
course of his inquiry. When the inquiry was over, I 
assumed it was of no further importance and destroyed it. 

1776. Would you look at this document (Document 
No. 1) headed “ Top Secret ”. Did the note that you were 
given resemble that document in all respects, except for 
the letter “ 9 ” and the words “ Paragraph 9 to be added ”? 
— Yes. It is the same apart from that. 



Re-examined by Mr. Neil Lawson 



1777. Where was the document in fact handed to you? 
—In the corridor at the Treasury. 

1778. How long after it had been handed over to Mr. 
Poole? — I fancy almost immediately. 

1779. Did you read it on the spot?— No, not until I 
got back to my office. 

1780. Did you show it to anybody when you got back 
to your office? — No, definitely not. 

1781. I gather you went off home to somewhere in 
Hampshire? — Yes. 

1782. What did you do with the document when you 
went home? — I put it in my wallet. 

1783. And took it with you?— I took it with me. 

30671 



1784. The next day you did not show the document 
to anybody until after mid-day? — That is right. 

1785. Can you remember, did you notice anything or 
do you remember noticing anything about the size of 
the pages of the document that was handed to you? — 
I did not notice at all that one was shorter than the other 
until my interview with the Lord Chancellor. In fact, 
the cutting must have been very neatly done. 

1786. You told the Tribunal that you produced the 
document twice to the Lord Chancellor. Did you in fact 
leave it with the Lord Chancellor on one occasion and 
subsequently have it returned by post? — I sent it to him 
on one occasion and had it returned to me by post. I 
have the leter from the Lord Chancellor’s office returning 
it to me. 

C 4 
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1787. Mr. Milner Holland: Your speciality is econo- 
mics? — Yes. 

1788. At the time when this meeting with the Chan- 
cellor took place, you were aware that there was 
considerable external pressure on the pound? — Yes. 

1789. Would you accept the idea that raising the Bank 
rate was a conventional and fairly obvious way of meet- 
ing pressure on the pound sometime? — I think it was, and 
it was one which I had always hoped for, but many of 
us had rather given up hope that it would be used. 

1790. You did not raise the question yourself at the 
meeting? — No. 

1791. Did anyone raise it? — Nobody raised it. 

1792. Was there any comment at the meeting, as to the 
possible impact on the public of the proposals which 
the Chancellor mentioned to you? — I have a vague 
memory of something on the line of what Mr. Fraser 
said, but not a clear one. 

1793. For your part, were you just a listener ; you heard 
what the Chancellor said, and made no comment? — I 
asked a question afterwards. 

1794. What question did you ask? — I wanted to know, 
whether the arrangement with the Bank was a direction 
under the Bank of England Act, or a request. 

1795. But neither you, nor anyone else asked whether 
these measures were to be accompanied by any rise in 
Bank rate? — No, quite definitely not. 

1796. You told the Tribunal just now, that when you 
heard of the Bank rate rise, it came as a complete sur- 
prise to you. Do you mean that any rise was a surprise 
to you, or was it the fact that it was at 2 per cent, rise? — 
It was a surprise from both points of view, because I 
had not been expecting it, and it was a surprise because 
it was an exceptionally large rise. 

Mr. Russell: It is impossible to hear what the witness 
is saying. 

Witness: Shall I repeat that? 

Chairman: Would you? 

Witness : It was a surprise from both points of view, 
first of all, because I was not expecting it and secondly, 
because it was an exceptionally large rise. 

1797. Mr. Milner Holland: May I take the first one 
first. Why were you not expecting a rise in Bank rate at 
all? — Well, I formed the conclusion after the interview 
with the Chancellor, that he had told us of the measures 
he was going to take, and it did not occur to me that there 
would be any other measures at all. 

1798. Your conclusion after the meeting with the 
Chancellor was, that as he had not told you there was 
to be a rise in the Bank rate, there would not be one ; 
is that right? — Frankly, I did not think about the Bank 
rate at all. 

1799. I do not want to press you too much, but I am 
a little puzzled. Did you not think about it at all because 
you had come to the conclusion that it never would be 

{The Witness 



Tribunal 

•raised? — The Chancellor had been urged to raise it for a 
considerable time, by The Economist and many other 
economists, and he had always (been reluctant to do so. 
I was not expecting it. 

1800. Now I understand why you were not expecting it. 
I did not, before. So that as far as you were concerned, 
it was not only a question of the size of the rise in Bank 
rate, but a rise at all was a complete surprise? — That is 
right. 

1801. Mr. Veale : Did you say you folded this docu- 
ment up and put it into your wallet? — Yes. 

1802. Did you fold it up? — Well, it was folded when 

I received it, but 

1803. How was it folded, doubled or what? — I think 
perhaps we are at cross purposes. I put it in my wallet, 
when I left the office to go home by train. At that time 
I think I folded it in three, and just folded it loosely in 
my wallet. 

1804. You said you had not noticed that the second 
page was there until the Lord Chancellor’s inquiry. That 
is why I was asking whether you actually did any folding 
of .the document yourself. Was it folded with the typing 
on the inside or on the outside as it was folded? — I should 
think on the inside. 

1805. And the shorter page would be on the outside? — 
Yes. 

1806. Do you remember how it was folded when you 
got it, and how you folded it yourself? — I cannot say 
that 1 do, but I can say that it is a perfectly normal 
feature of Treasury and other hand-outs, for the second 
page to be shorter than the first — but it did not strike me 
at the time. 

1807. You mean you did not notice it? — It just did not 
register on my mind. 

1808. Chairman: When, on the Thursday morning you 
began to prepare your brief based on this statement you, 
of course, were well aware that it was a Thursday?— Yes. 

1809. Did you then, whatever you may have thought 
at the time you had your interview with the Chancellor, 
on Thursday morning think again “ What about the Bank 
rate”? — I did not think about the Bank rate at all that 
morning. 

1810. You told Mr. Milner Holland that you yourself, 
if I understand it, were feeling: “The Chancellor does 
not want to raise the Bank rate. He has been urged to in 
the past and has not done so ”? — Yes. 

1811. I suppose somebody else, without that knowledge, 
reading this statement of Government proposals might 
well think, might they not — it is a view — that the Bank 
rate would have to be raised?— I think it is an arguable 
view, although I should have thought that the impression 
would be that these measures were an alternative to a 
rise in the Bank rate. I see there are two points of view 
on it. 

Chairman : There would be two views about it. 
withdrew .) 



The Attorney-General: Might I ask for guidance on 
one matter. As I said in opening, we have taken state- 
ments from every Civil Servant in the Treasury who had 
advance knowledge, of any kind, in relation to the pro- 
posal to raise the Bank rate. I could call all those 
witnesses before the Tribunal, if the Tribunal so desired 
it, but their statements do not reveal any ground for 
suggesting any impropriety on their part of any kind what- 
soever, and I would have no grounds for suggesting any 
impropriety. In those circumstances would the Tribunal 
be good enough to indicate whether they desire those 
witnesses called to give evidence? 



Chairman : My own view, and that which my colleagues 
share, is that it is much too early at this stage to say aye 
or no to your question. I think it is a matter which will 
have to remain open. All I can say is, that at this stage 
we do not desire them called. 

The Attorney-General: If your Lordship pleases. Of 
course, any one of them can always be brought. I was 
hoping to get guidance, because it obviously might, in 
certain circumstances, be a complete waste of time to go 
on calling those witnesses all tomorrow. 

Chairman: I do not think we can say they will not be 
called, but they will certainly not be at the moment. 

The Attorney-General: If your Lordship pleases. 



( Adjourned till tomorrow morning at 10.30.) 
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The Attorney-General : My Lord, might I indicate the 
course I propose to follow today, subject to the Tribunal’s 
directions? IWe have, of course, finished 'the evidence 
front the Press, and have elicited, so far as possible, on 
what the allegations contained in the Press were based. 
Wo have heard evidence, too, in relation to what I might 
call the railway incidents at Woking and Watford, and 
as to the interviews held by the Chancellor of the 
Exchequer on Ithe Wednesday, and the reactions of those 
who saw him. I shall be calling Mr. Poole later. 

Today I would like to start on what I 'have called the 
City end of the investigation. I would have liked to have 
started on this earlier, if not at the very beginning. As I 
have said, it was just not possible unless the commence- 
ment of these hearings was postponed. 

Directly the Tribunal was appointed we asked to be 
supplied by the Stock Exchange with a record of all 
dealings in gilt-edged on the 18th 'and 19th before the 
change of the Bank rate. That, as you may imagine, took 
some days to secure. It is a formidable document running 
to many pages, showing every sale and every purchase by 
every client, and the name of the broker and of the 



jobber. Considerable work has been done in relation to 
that document, and considerable work remains to be 
done. 

I would like to start today by calling the Chairman 
of the Stock Exchange, Sir John Braithwaite. He will tell 
you that he spoke to the Governor of 'the Bank of England 
on the 25th September and that neither he nor the Stock 
Exchange Council had any representations from members 
suggesting inregularities or asking for an inquiry. As 
you will remember, I told you 'that 'the Governor of the 
Bank of England wrote to the Prime Minister on the 
27th September saying that he was supported in his 
opinion that there was no evidence of leakage by the 
Chairman of the Stock Exchange and others. 

Then I should like to call the Government Broker, Mr. 
Mullens. He will no doubt be able to give valuable 
evidence as to the state of the gilt-edged market on the 
Wednesday and the Thursday. He, too, gave his view to 
the Governor of the Bank of England on the 25th 
September, and he will say that in his view the consensus 
of opinion in the market was that there was no Bank 
rate leak. He will speak of a conversation that he had 

C* 
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at lihat itime with, a Mr. Merriman, whom I will call 
before you, a partner 'in the firm of jobbers of Akr-oyd & 
Smithers. 

Then I propose to call a substantial 'number of jobbers. 
I gave some indication of the evidence that they could 
give at the 'Opening of this Inquiry. It us, iof course, right 
that you should hear their evidence and itheir impressions, 
particularly as the Press reports appear very largely to 
be 'based, on City •information. But you may think it is 
not very likely that they will be able to give any direct 
positive evidence on the question whether there was a 
leak. 

We have thought it necessary to subject the record of 
Stock Exchange transactions to a close examination with 
a view to seeing whether there were any particular trans- 
actions which it would be our duty to bring to your notice. 
It iis of course not sufficient just to draw your attention 
to some particular transaction. Enquiry has to be made 
right back along the line, through the 'brokers and of the 
clients. Sudh investigations are now proceeding, and will, 
of course, take time. But one particular series of trans- 
actions has now been investigated as far as we can 
investigate it, and it is right that I should bring it to 
your notice. 

On the 18th September, the Wednesday, lardime 
Matheson & Oo., and associated companies, sold on the 
Stock Exchange gilt-edged securities of a nominal value 
exceeding £1,000,000. They were sold through two brokers, 
Paumure, Gordon & Co., and Richardson & Glover. 
Richardson & Glover sold two parcels, if I may describe 
them in that way, one of Savings 3 per cent. 1960/1970, 
and one of Savings 3 per cent. 1965/75, at 3.50 p.m., or 
thereabouts — it may have been a little later — to Wedd & 
Owen the jobbers. Panmure, Gordon & Co. sold the 
balance of approximately £840,000, again after 3.30 p.m., 
as to £167,000 to the jobbing firm of Francis & Praed, 
and two lots of £446,000 and £206,000 to the jobbing firm 
of Akroyd & Smithers. 

Now. Matheson & Co. are the London correspondents 
of Jardine Matheson & Co., and have acted in that 
capacity for 100 years. Matheson & Co. gave the orders 
to sell on the instructions from Hong Kong of Jardine 
Matheson & Co. .Mr. William Johnson Keswick and his 
brother are directors of Matheson & Co. Mr. William 
Johnson Keswick is also a member of the Oourt of the 
Bank of England. 

It was dn (these circumstances 'that we felt it necessary 
to investigate very closely to see of there were any grounds 
for concluding .that there had been any improper dis- 
closure. It appeal's that Jardine Matheson & Co., and 
their associated companies, are controlled from Hong 
Kong. Mr. Hugh Barton is the Managing Director, and 
you will hear that he was concerned about the prospects 
of devaluation of sterling. On the 20th August, 1957, 
a letter was received from Mr. Barton with instructions 
to sell sufficient savings bonds to produce £100,000 as a 
start of the change of Jardine Matheson & Co’s, investment 
programme. 

Early iin September, when Mr. Keswick was in Scot- 
land, he received a private letter from the Deputy 
Governor of the Bank of England drawing his attention 
to the fact that the financial situation was getting worse, 
and telling Mr. Keswick that conversations were going on 
as to the steps to be taken, and that .one of the steps 
which might be taken was to raise the Bank rate. 

On the 3Td September Mr. Barton wrote suggesting a 
transfer of part of the sterling investments of Jardine 
Matheson & Co. and its associated companies to North 
America, in view of the talk of possible sterling devalua- 
tion. It was obviously very much in his mind, for he 
wrote again on the 5th September expressing his fear 
of devaluation, and asking Mr. Kesiwick of Matheson 
& Co. for their recommendations. That was a letter 
dated 5th September. Mr. Keswick, the partner who was 
a member of the Count of the Bank of England, was then 
on holiday. His brother was not. 

On the 16th September Mr. Keswick returned from his 
holiday in Scotland and he found on bis desk a note from 
his brother, together with the letter received, I think, from 
Mr. Barton. Mr. Keswick then drafted a telegram and 
also a private land personal letter to- Mr. Barton. The 
draft of the telegram reads las follows: “Personally 
believe in spite of pressure there will be no devaluation 
at least not immediately. Anticipate tighter money." I 
draw your Lordship’s attention to -those words. “ Therefore 
as temporary precaution recommend selling majority of" 
— I think it was the company’s holding — “ J. M. & Co’s, 
holding”, and then -particulars were afterwards written 
in. “without reinvesting for say three months. Telegraph 



if you agree. I.C.S.N. Co.” — 'that is -the Indo-China Steam 
Navigation Company, a subsidiary, or an allied company 
of Jardine Matheson & Co. — “ should also possibly act 
similarly.” That draft telegram is -lettered “H”. 

The letter is marked “I” and is dated 16th September. 
It says: “My dear Hugh, I have just returned from 
Scotland where we had a wonderful time, record shooting 
and -good fun all round. But I returned to a very depressed 
City. I believe -the trade figures are dreadful, and one hears 
on all sides ugly rumours about devaluation. John ” — 
that was his brother — “ tells me you were asking for a 
cable about our views on devaluation, and especially about 
the merits of selling Gilts. This is not easy, and what- 
ever view one takes, one is apt to be wrong. I shall 
telegraph you today. Personally I do not believe that the 
Chancellor dare devalue and, ithereforc, ihe will resort to all 
measures before so- doing. Speculative pressure against 
sterling is ver-y severe indeed, lit seems a iheuds-l-w-in, -tails- 
y-ou dose bet for Ithe 'sellers of Sterling Short, and I do not 
see ho-w they can be stopped. What measures the Govern- 
ment will take to check inflation which is rampant, and 
to protect the Pound, I do not know. I am certain, how- 
ever, that the credit squeeze will go on, and it looks 
to me as if money will get fighter. Consequently, it must 
be right policy to keep as liquid as possible, both the 
firm itself and the companies. Kadoorie ” — he was a direc- 
tor of Jardine Matheson & Co. in Hong Kong — “I know 
is worried about sterling and is scared. The more people, 
like him, who cry down sterling the weaker it becomes. 
It happens to be our currency, and I feel it is up to us 
all to support it as much as possible. If sterling really 
goes, we all go. But (these are .platitudes. Now as to gill- 
edged ; I know your fears in holding them and, in view 
of it-he importance -of being liquid .during a time of 
credit squeeze and dear money, perhaps the time has 
come to sell. Reluctantly, therefore, I recommend you to 
sell the firm’s holding in case they slide away further, 
and then to keep the cash in London. You have payments 
to make for Indo-China building instalments and you 
already have an overdraft from the Hong Kong Bank, 
.because you did .not wanit to take a loss from ithe Indo- 
China holding of Gilts. But you might consider taking this 
decision to Sell now. I must say 1 can see no reason why 
Gilts should go up. My advice, therefore, all round is 
to sell. With regard to the insurance companies, 1 imagine 
you should continue your policy to switch more into 
North American Bonds and Equities. Again this is anti- 
British and derogatory to sterling, hut on balance, if one 
is free to do so it makes sense to me. Yours ever, W. J. 
Keswick.” 

That letter, it would appear, was sent that day by post 
to Hong Kong. I do not know as yet what was the actual 
time of posting. The telegram was not sent that day. 
But that day Mr. Keswick had lunch at the Bank of 
England. It was his first visit for three weeks. He saw the 
Deputy Governor and talked to him about the serious 
financial situation, and who told him that talks were 
going on about what action should be taken and told him 
that that action might include a swingeing rise in interest 
rates, but that nothing had been decided. Mr. Keswick, 
apparently, did not go back to his office that afternoon. 
He says he was expecting the return of his brother, -that 
his (brother had not returned by the morning of the 
17th and the telegram was -then sent at 12.40 p.m. The 
(telegram .is marked “ J ”, and is in code to Barton, Hong 
Kong “For eyes of Taipan only. F/B confidential. Per- 
sonally believe in spite pressure there will be no devalua- 
tion at least not immediately. Anticipate tighter money ” 
— I draw your Lordship’s attention -to those words — “ there- 
fore as temporary precaution recommend selling majority 
of J.M. & Co. Ltd. holding 3 per cent. Savings Bonds 
1955/1965 3 per cent. Savings Bonds 1960/1970 3 per 
cent. War Loan 1955/1959 at approximately 87, 76, 97, 
respectively, without reinvesting for say three months. 
Telegraph if you agree. Indo-China S.N. Co. Ltd. should 
also possibly act similarly.” You will see from what is 
written on the top of that photostat -that telegram was 
despatched at 12.40 p.m. on the 17th, received in Hong 
Kong at 10 o’clock at night Hong Kong time and de- 
coded at 9.30 a.m. Hong Kong time on the 18th. 

On the 17th, that is to say before this telegram had 
arrived dn Hong Kong and, of course, before ithe letter 
posted on the 16th could have arrived at Hong Kong, 
there was a Board Meeting of Jardine Matheson & Co. 
That took place at 11 o’clock in the morning, Hong 
Kong time which is 2 a.m. London time. At that Board 
Meeting, Jardine Matheson & Co. decided to sell their 
holdings of gilt-edged. That Board Meeting was followed 
by another Board Meeting of either an associated or a 
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subsidiary company at halt past eleven, Jardine Engineer- 
ing Company, who also decided to sell their gilt-edged. 
On the 18th there was a Board Meeting of the Indo- 
China Steam Navigation Company at 12 o’clock ; so 
that “by the time of that meeting, this telegram of the 
17th September had been received in Hong Kong and 
decoded. It was decoded at 9.30 a.m. and the Board 
Meeting was at 12 o’clock. At that Board Meeting the 
telegram having said “ Indo-China S.N. Co. Ltd. should 
also possibly act similarly,” it was decided to sell 300,000 
gilt-edged. The Minutes of that Board Meeting are marked 
“ M ”, and the Tribunal will sec that there were present 
the directors, Mr. Barton, the Chairman, Sir Man Kam 
Lo, Mr. Cleland and Mr. Flanagan directors. If your 
Lordship wiilil tom .over to .page 2 of those Minutes you 
will see the second paragraph reads as follows: — “The 
Chairman then referred to the Company’s holding of 
300,000 3 per cent. Savings Bonds 1960/1970, and it was 
unanimously agreed that this should be sold at the current 
price of 76, despite the depreciation sustained in view 
of ithc possibility of higher interest rates in the United 
Kingdom which would force gilt-edged prices still lower.” 
Your Lordship will note the words “ in view of the possi- 
bility of higher interest rates in the United Kingdom ”. 

Following upon that Mr. Barton telegraphed instructions 
to sell, instructions which were received by Matheson & 
Co. at 12.53 p.m. on the 18lh, were decoded and seen 
by Mr. Keswick between 2.30 and 2.40. He saw Matheson 
& Company's chief accountant, iMr. Young, at 3.30 and 
told him to sell. At 3.50 Mr. Young telephones instructions 
lo Panmure Gordon & Co., and then directly afterwards 
to Richardson & Glover. At 4.30 that afternoon, Mr. 
Keswick was summoned to the Bank of England by the 
Deputy Governor and was told that it was proposed to 
recommend to the Court of Directors Meeting the next 
day that the Bank rate should be increased to 7 per cent. 
Mr. Keswick immediately disclosed to the Deputy 
Governor that he had received this large selling order, 
and asked their advice as to what he should do. The 
Deputy Governor, you will hear, told him that he should 
not attempt to cancel the sales. In fact, you will hear that 
by 4.30 they had already been effected. It is in my sub- 
mission clear that the letter sent on the 16th could not 
have affected things. 

Mr. Barton is unfortunately not now in this country. 
He was here on the 29th November and he has made 
a statutory declaration. In paragraph 14 of that statutory 
declaration he says this: “ 1 interpreted the words ‘ tighter 
money’ in Mr. Keswick’s cable as meaning higher Interest 
rates, and consequent lowering in the price of gilt edged,” 
and that statement in his statutory declaration accords with 



the passage in the Minutes of the Indo-China Steam 
Navigation Company which 1 have just read to your 
Lordship. 

Chairman : Did the instructions from Hong Kong, which 
were made on the 18th on behalf of Jardine Matheson & 
Co. and Jardine Engineering Corporation come at the 
same time as the instructions on behalf of the Indo-China 
Steam Navigation Company? 

The Attorney-General : Yes. They were all held up 
until after the Board Meeting of the Indo-China Steam 
Navigation Co., then one telegram was sent giving instruc- 
tions to sell the gilt-edged for all those three companies. 

Chairman-. So that Mr. Keswick’s telegram had arrived 
by the time the actual instructions were given? 

The Attorney-General: Yes. 

Chairman : In all three cases? 

The Attorney-General: Yes. but after the decision in 
relation lo the first two cases. 

On the 27th September, Mr. Keswick gave details to 
the Governor of the Bank of England of the transactions 
about which he had spoken to the Deputy Governor, and 
of course, it is clear on what Mr. Keswick has said that 
the telegram he sent, although drafted before his lunch 
and meeting with the Deputy Governor on the 16th, was 
only sent after discussion with the Deputy Governor and 
a discussion in which he was informed of the possibility 
of a swingeing rise in interest rates. Mr. Keswick, no 
doubt, was in a very difficult position as Director of the 
Bank of England and holding his position in relation to 
Matheson & Co. and for so many years associated so 
closely with Jardine Matheson & Co. In view of Mr. 
Barton’s statement, there is no doubt in my submission 
that Mr. Barton regarded the telegram which he received 
as an indication that the Bank rate was most likely to 
be raised. Mr. Barton, one would perhaps be entitled 
to presume, would know that if it was going to be raised 
the day on which it would be raised, would be a Thursday, 
the telegram being received on the Wednesday morning. 
It is in these circumstances that, in my submission, it is 
necessary to submit these transactions to a close examina- 
tion with the view to determining whether there was, by 
Mr. Keswick, any improper use of information gained by 
him in his capacity as Director of the Bank of England. 

My .Lord, as I indicated, investigations on other matters 
are still proceeding, and when they are completed perhaps 
I shall be allowed to outline those, should it be necessary, 
to the Tribunal. I thought it would be right to give your 
Lordship a summary of the investigation of this trans- 
action, and now, if 1 may, I would call Sir John 
Braithwaite. 



Sir John Braithwaite, sworn. 



Examined by The Attorney- General. 



1812. Is your full name Sir John Braithwaite?— .Yes. 

1813. Are you a partner in the firm of Foster & 
Braithwaite? — Yes. 

1814. Are you, and have you for over eight years been 
Chairman of the London Stock Exchange? — That is so. 

1815. We know, I think, that the Council of the Stock 
Exchange exercises an administrative function and dis- 
ciplinary control, when necessary, over its members?— 
That is correct. 

1816. Did you return to the City on the 18th Septem- 
ber? — I did. 

1817. After a month in the United States? — Yes. 

1818. Were you in the offices of the Stock Exchange 

Council during most of that day dealing with administra- 
tive matters? — Yes, the 18th. . , „ 

1819. 'Did you go on to .the floor of the House that day ! 
— iNo, /I was not on the floor at all that day. 

1820. So you are not :in a position to comment from 
your own knowledge upon the state of the gilt-edged 
market on that day?— No. I am not. 

1821. Have you any specialised knowledge ox the gilt- 

edged market?— No. . _ 

1822 Did you the next day see statements an the Press 
about a Bank rate “ leak ” and “ inspired selling ’, and 
things of that sort?— Yes, naturally 

1823. Did you call upon the Governor of the Bank 
of England on .Wednesday, 25th September? I did, at his 

reC | 824^" Had you by that date or had the Council, re- 
ceived any representations from members of the Stock 
Exchange suggesting irregularities of any kind, or asking 
for an inquiry? — No we had not. 

1825 Have you since the 25th September? — Not up to 
the end of the month. We had one later— if I may refer 

30671 



to my notes — .which we received on Monday, 7th October, 
that is two-and-a-half weeks afterwards, from a firm of 
brokers, one of whose partners is a member of our Coun- 
cil. The member of our Council was absent with a cold, 
or chill, or something, but he telephoned up to us on that 
morning to say that he did not support the request for 
an inquiry that was contained in that letter. By that 
time you will be aware that the Prime Minister had 
indicated that on the .production of the evidence that was 
supposed to exist he would recommend submitting it to 
the Lord Chancellor. That was the situation at that time, 
and the Council, in view of all those circumstances, took 
no action on that letter. 

1826. Who were the brokers who made that complaint? 
—Laurence, Keen & Gardner: they did not make a com- 
plaint ; they asked for an inquiry with a view, as they 
thought, to clearing up the position of the Stock Exchange 
in the matter. 

1827. Did they tell you on what grounds, or was it 
merely because of the Press publicity, or had they any 
special ground for asking for it?— I have not a copy 
of their letter with me. Mr. Frost, have you by chance 
a draft of that letter? 

1828. I do not think so. Perhaps it could be provided 
in case it is wanted? — It could be provided if wanted, 
yes. 

1829. At any rale, the senior .partner in the firm did 
not approve of the- letter?— He was not the senior partner, 
but he was the partner who sits as a member of our 
Council. 

1830. Coming back to your meeting with the Governor 
of the -Bank of England on the 25th September, did you 
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express a view as to whether or not there was any prima 
facie evidence of a leakage? — He asked me whether I 
thought so. I told him that I had no prima facie evidence 
of a leak. 

1831. Had you heard by that time of some rumours 
which had been circulating? — Oh, yes, there were many 
rumours. 



4th December 1957 

1832. Did you attach any particular importance to 
them? — No, I did not. 

1833. Are there rumours quite frequently on the Stock 
Exchange? — Quite frequently. 

1834. Did you tell the Governor of the Bank of Eng- 
land that you attached no importance to the rumours? — 
I think so. 



Sm John Braithwaite 



Cross-examined by Mr. Roche 

1835. Is Mr. Greenwell a member of your Council?— We have a member of the Council a Mr. Greenwell. 



By The Tribunal. 



1836. Chairman: I wonder if you oould tell me a little 
more: these rumours that were going about, did they 
emanate from jobbers who had lost money? — It is very 
hard to say where rumours do emanate from. If it is not 
improper, I think I would say the letter written by 
Wedd & Owen had a considerable effect, especially with 
the Press. 

1837. But so far as the Stock Exchange itself was con- 
cerned, were the rumours at all specific? — Not specific 
at all. 

1838. What did they centre round — complaints of after- 
hour dealings? — There had been after-hour dealings ; you 
have the figures of those before you. I would say that 
the general rumour might be summed up in the words that 
it was thought that some of that selling might have been 
what we call informed selling:, that is to say, selling by 
people who knew what was going to happen. Those were 
the rumours, which I think would naturally arise in a case 
like that. 

1839. Were there any specific deals, as far as you knew, 
that were complained of? — I think the only specific deals 
that were complained of were the ones that were done 
with Messrs. Wedd & Owen. 

1840. We now know that emanated from Mathieson & 
Co.?— Yes. 

1841. What was the talk about those deals? — Simply 
that Messrs. Wedd & Owen indicated, though they did not 
actually say so in so many words, that they felt that that 
selling must have been inspired. That was their opinion ; 
that was their feeling. 

1842. Were there any other jobbers .that you can remem- 
ber complaining besides Wedd & Owen? — I think there 
was rather general dissatisfaction ; I think all the principle 
jobbers were worried about what had occurred. 

1843. You see, that is what I want to follow up a 
little, because I imagine jobbers are not people who squeal 
(if I may use that expression) in the ordinary way ; they 
are used to taking the rough with the smooth? — Yes. 

1844. What was it that was making them squeal? — I 
think you may get more evidence from Mr. Mullens on 
this particular point. 

1845. You cannot help us any more? — I do not think 
I can help you on that point. 

1846. Mr. Milner Holland: Can you help me on this 
point: suggestions that substantial after-hour dealings 
were done by people who were informed were pretty 
serious suggestions to make, were they not? — Well, they 
are, certainly. 

1847. I do not understand your answer when you say 
you attach no importance to them. Why did you attach 
no importance to them? — Not those rumours ; what I 
attached no importance to was this, if I may refer back 
to my draft of evidence and the note which I think the 
Governor of the Bank transmitted — the Attorney-General 
perhaps knows — of the conversation I had with the 
Governor of the Bank. The Governor’s note of my con- 
versation with him reads: “The Chairman has seen no 
evidence of a leak about Bank rate intentions. The only 
stories he has heard on this point, both coming from the 
same firm of jobbers, are the ones which I ” — the 
Governor — “have already mentioned to you privately: 
the story that someone in Reuters told someone in the City 
at lunch on Thursday that he knew about Bank rate at 
9 o’clock that morning, and the story that a girl in some 
Stock Exchange office said that she knew the Bank rate 
was going to be raised, subsequently having said in dis- 
tress that she had heard about it from her husband, who 
worked in an oil company. The Chairman does not 
attach any particular importance to those rumours, especi- 
ally the latter.” That was confined solely to those two 
matters. 

1848. When you said in answer to the learned Attorney- 
General that many rumours were circulating and you 



attached no importance to them, you only meant you 
were attaching no importance to those rumours you have 
just referred to? — I thought the Attorney-General was 
taking me through that document, actually. 

1849. But you do agree, do you not, that if it is (if you 
like) rumoured that substantial after-hours dealings have 
been made by people who must have known, those are 
rumours of serious and important matters?— Certainly, I 
agree entirely. 

1850. You did not yourself think it right to go into those 
rumours at all?— No, we thought not. If I may explain, 
the powers of the Stock Exchange are limited to our own 
members ; we can find out, as we have found out for you, 
what transactions took place, but the moment you have 
reached the client, there our powers end ; we have 
no power to call clients before us and ask them what 
they knew or why they did it. 

1851. The letter from 'Messrs. Laurence, Keen & 
Gardner is available, is it? — It is available ; I am afraid 
it is not here. 

1852. It can be made available to us? — Yes . . . 

1853. You can answer that; it is a letter which you 
will, of course, arrange for us to see? — Of course. 

1854. Mr. Veale: It was the 2Sth September, was it 
not, when you saw the Governor? — That is right. 

1855. You told him then that you had no prima facie 
evidence of a leakage. Have you anything in mind now 
which might be a leakage?— No, I have nothing further 
that I can add. 

1856. Since that time have you heard of anything that 
could be called a leakage, or prima facie evidence of a 
leakage? — No, I have not. 

1857. Is there any particular line of inquiry which you, 
as Chairman of the Stock Exchange, would like to bring 
to our attention? — I think the only line of inquiry that 
you can follow is the line that I think you are following. 
We supplied you with a full record of the business that was 
done, and I presume that you will investigate any oases 
there that you think should be investigated. I do not 
think I can help you at all. 

1858. No doubt we shall investigate those we think 
should be investigated. What I want to ascertain, if I 
may, is : is there any particular case to which you would 
like to direct our attention? — No, there is not. 

1859. The Attorney-General: Would you send that 
letter as soon as you can? — You shall have it after lunch, 
as soon as I get back to my office ; it may be before lunch 
even. 

1860. Chairman: One other matter, because we do not 
want to overlook anything, or be accused of overlooking 
anything. One of the rumours, apparently, which you 
mentioned to the Governor was that of somebody in a 
City dub claiming to have had information from Reuters? 
— 1 was unaware it was in a City club ; I do not know 
that detail. I must be exact, I suppose. 

1861. Never mind where it was. I know it is distaste- 
ful to mention names, but I must ask you what was the 
name of the person concerned? — I do not know. 

1862. I thought you were reading from something? — I 
was reading from a note made by the Governor of the 
Bank of the conversation that we had together on the 
25th September. 

1863. And you mentioned rumours about somebody 
without knowing his name ; is that it? — The rumours were 
mentioned to me, not by me. 

. 1864. You do not know who it was? — No, I do not 
know who it was, nor do I know where it was said. 

Chairman: Thank you. The only thing 1 should like 
to say is that we are very grateful to you and the Stock 
Exchange Council for all the trouble you have taken in 
preparing the list of deals which took place. 

Witness: Thank you very much, my Lord. 



(The Witness withdrew.) 
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Mr. William John Herbert De Wette Mullens, sworn. 
Examined by Mr. Winn. 



1865. Mr. Mullens, you are ait present the Government 
Broker?— That is correct. 

1866. You have held the position as Senior Partner of 
your firm since 1950, is that right? — Yes. 

1867. On Wednesday, 18th September of this year, 
did you make your daily report as usual to the Chief 
Oashier of the Bank of England between 3.30 and 4 
o’olock in the afternoon? — I did. 

1 868. That is a daily report, and what is the principal 
purpose of the meeting? — It is a daily report, and it is to 
explain to the Chief Cashier what has happened in the 
market during the day. 

1869. To keep him in touch with the trend of the 
market? — That is so. 

1870. Do you recollect, did you note it, or have you a 
memory of it, what you reported that day? — I think I 
said that the market closed steady, though short-dated 
securities were dull. 

1871. Short-dated means what? — Stocks with less than 
five years to run. 

1872. That was your summary of the trend that day / 
—Yes. 

1873. Had you been operating that day yourself to any 

particular purpose in the market, following any particular 
object? — Are you referring to me personally, or on behalf 
of the Bank? _ T T 

1874. I mean on behalf of the Bank? — Yes, I was. I 

did on that day, for the Bank, buy a certain number of 
short-dated securities and sold longer-dated securities, and 
in effect bought and sold the same amount of stock for 
them on that day. , 

1875. Was that a perfectly normal operation, so lar as 
you were concerned on behalf of the Bank? Perfectly 

1876. Had you during 'the week, the 16th to 19th, been 
on the whole selling Treasury 3£ 1979/1981? Yes. 

1877. 1 do not think perhaps the details of prices are 

very important, but they had tended to rise slightly, from 
70||ths to 71-frth?— Yes. , . . , „ 

1878. When you saw the Chief Cashier it was actually 

a personal call that you made to him in his office, was 
it? — Jit was. , . „ VT 

1879. Was there anyone else present then/ — JNo. 

1880. Did he tell you something at that time, between 

3.30 and 4 o’olock on Wednesday, lStih? — Yes, he told 
me the Bank rate was going to be raised from 5 to 7 per 
cent, the following day. _ . 

1881. Was that the first intimation that you had had ol 

that, or did you know before? — No, it was the first 
intimation I had of that. ... 

1882. Looking back, if you can, had you expected that 
change yourself?— I had not expected that change. 

1883. What was your impression when you left the 

House— that the market had weakened at all in gilt-edged, 
or was still steady?— The market had weakened a bit. It 
was firm in the morning, and it was decidedly easier m the 
afternoon, but closed on a steady note, with hardly any 
change in prices. . . 

1884. You had not noticed any really significant slipping 
away of the market?— No, there was a definite change of 
sentiment in the afternoon. 

1885. I suppose that happens not infrequently?— Very 

° ft 1886. Did you know that day, the 18th, of any large 
seller having appeared in the afternoon? — I did know in 
the afternoon, yes. ...... 

1887. In the statement that you have supplied to the 
Treasury Solicitor you use this phrase: “There was a 
demand for various stocks until about 2.30 p.m., when a 
large seller of stock appeared ”. Have you now the means 
of telling me who that large seller was? Was it a broker, 
or did you know the client? — No, at the time it was told 



me by a jobber. 

1888. I want to be perfectly precise, you understand, 
in my understanding of this phrase. It clearly could mean 
that a particular individual client was selling, or that a 
particular jobber was finding stock offered to him by a 
particular firm of brokers, or it could mean that a par- 
ticular jobber was finding stock in general offered to him. 
Which of those meanings is the nearest, at any rate, to 
what you have in mind? — I think that all the main jobbers 
in the market that afternoon were offered stock. 

1889. More stock on offer than on demand? — Yes, but 
that is not unusual, of course. 

1890. So when you left the House and went to the Chief 
Cashier you had no sense of impending serious trouble on 
the gilt-edged market?— None whatever, 



1891. Summarising it in terms of turnover, I think you 
have put it this way, and I want to understand just what 
you mean. You understood that about £16£ million was 
sold, and about £14 million bought, but you do say also: 
"It seems that roughly £2{- million was sold on balance, 
and outright sales may have amounted to another 
£2 million”. Would you help me to understand the 
difference between £2-j- million on balance and £2 million 
outright?— When the figures of £164- million and £14 
million are mentioned, as I have mentioned them, in my 
opinion a great proportion of this turnover represents 
exchanges, selling of one stock and buying of another, 
which has little, if any, effect on the trend of the market. 
What does affect the market mostly is what stock is bought 
or sold on balance, and it appears from these figures that 
some £2-£ million stock was sold or bought by the market 
on balance, but nevertheless of the remaining stock that 
changed hands, some of it — and I estimated about 
£2 million — represented outright sales by some institutions, 
and obviously that was balanced by outright purchases by 
other institutions. 

1892. Not merely reinvestment by the same client or 
institution? — That is correct. 

1893. But one person or institution getting out of gilts 
and some different person or institution coming into 
gilts? — Yes. 

1894. We have got a very carefully prepared table 
which seems to confirm very closely your figures 
£16,479,359 bought by jobbers, which, of course, is the 
same as sold to the market, is it not? — Yes. 

1895. And sales by jobbers, £13,985,216. That is by no 
means an abnormal day’s turnover — Not at all. 

1896. Is there a tendency, in your experience, for turn- 
over in the gilt market to be greater the day preceding 
a Thursday? — Yes, I think it is. 

1897. _ Whether or not on the particular Wednesday there 
is anticipation of a change in Bank rate the next day?— 
Yes, irrespective of that. 

1898. You have known, as this table shows, very much 
greater amounts turned over on Wednesdays? — Very 
much. 

1899. As the Attorney-General mentioned in opening, 
there is one figure of £62 million, the very next Wednesday 
the 25th September this year? — Yes. 

1900. Do you find that changes of sentiment in the 
market are more apt to arise on Wednesdays than other 
days? — No, I do not think so. 

1901. Is it quite normal practice to deal after 3.30? — 
Yes. 

1902. Do you yourself, from time to time, deal after 
3.30? — I do if it is in the interest of the Bank. 

1903. When would it be in the interest of the Bank, par- 
ticularly, for you to deal after 3.30?— If I was rung up 
and bid for a line of stock which I knew the Bank were 
wanting to sell, I would certainly deal after hours, pro- 
vided that I was certain that the price was correct. 

1904. Is there any tendency for prices to be more 
difficult for the client after 3.30? By that, I mean, is 
there any tendency for jobbers to quote more cautiously 
after 3.30? — Yes, undoubtedly. 

1905. Is that because they are less closely in touch with 
movements on the floor? — It is so. Dealing over the 
telephone is much more difficult than face to face. 

1906. Generally speaking there would be a reluctance 
for a broker to deal for his client after 3.30 without 
direct instructions? — Yes. 

1907. He might think it right to warn the client “Well 
the price might not be so good at this time ”? — That is so. 

1908. In your experience in the ordinary run of gilt- 
edged stock, how much would the difference be, one- 
thirty-second or something of that sort?— It might be as 
much as one-sixteenth. 

1909. You did prepare a private memorandum, I think, 
dated 25th September, 1957, for the Governor of the 
Bank of England? — I did. 

1910. It is headed “Memorandum by the Government 
Broker dated 25th September, 1957 Have you a copy? 
— I have. 

1911. You handed it to the Governor about that same 
date? — I did. 

1912. May I read it to you, so that you may check it: 
“ I have spokeu to a number of the jobbing firms in the 
sales market who tell me that until midday last Wednes- 
day, September 18, they had seen a considerable number 
of investors in Government stock? ’’’—that would mean 
bears, would it? — That is so. 



Printed digitised by the University of Southampton Library Digitisation Unit 



C*3 



Mr. William John Herbert De Wette Mullens 4th December 1957 



58 

1913. “ and the market was quite firm until about 2.30 
when the market became quiet and shortly afterwards one 
large seller of stock appeared. Then between 3.00 and 
3.30 other brokers appeared with selling orders, and after 
hours jobbers had many more telephone calls than usual 
from brokers attempting to sell stock. The total amount 
sold in the market between 2.30 p.m. and when the jobbers 
went home was, I estimate, about £4 million. On Thurs- 
day morning there were also further attempted sales, but 
in only a very few cases were brokers able to deal. This 
is quite natural as there is normally no free market until 
the Bank rate announcement is made ”. Pausing a moment 
there, that is your experience of the morning hours before 
the announcement on Thursday, is it? — Yes. It is entirely 
due, or largely due to the fact that I never deal on behalf 
of the Bank of England on a Thursday morning before 
the Bank rate announcement. 

1914. You make that a firm rule, do you?— Definitely. 

1915. And, I suppose, people are apt to judge things 
a good deal from the way in which you are behaving in 
the market? — I think so. 

1916. “The general consensus of opinion in the market 
is that there was no Bank rate leak, but that there was 
some knowledge that a Government announcement was 
to be made, also that the Chancellor had seen some of 
the big bankers, and as a result of this becoming known 
certain holders had decided to dispose of some stock at 
the current market levels. There were only two sugges- 
tions that there was a definite leak, first, at the City Club 
on Thursday morning at lunch time, a banker and 
merchant mentioned to a number of people round the 
table that his firm had been rung up by Reuters at 9 
o’clock that morning and had been told that the Bank 
rate would go up to 7 per cent, that day. As this inform- 
ation was given in a club, it is obviously not possible to 
mention the person’s name without his consent. Second, 
a typist in a stockbroker’s office mentioned to one of their 
partners that the Bank rate would go up to 7 per cent, 
that day. She said she had heard it from an oil company. 
However, when pressed to substantiate this story, she said 
that the person who told her was her husband and that 
she was not prepared to put anything in writing.” May 
the Tribunal take it that the memorandum gave the 
substance of all that you knew then complete? — 
Absolutely. 

1917. I want now to ask you one or two questions 
based on a statement which die Tribunal may not have 
received, B.8., a supplementary statement of Mr. 
Merriman’s. You know a gentleman called Merriman, 
Hugh Humphry Merriman of the Stock Exchange? — I 
do. 

1918. Do you recollect that he made a report to you 
to help you in the inquiries that you were making? — Yes. 

1919. And indeed is the first of those suggestions that 
you record in your memorandum, based upon the report 
Mr. Merriman made to you? — Yes. 

1920. Had you heard the same suggestions from any- 
body other than Mr. Merriman? — No. 

1921. Of course we can take it up with Mr. Merriman, 
and I need not trouble you further with it, but you do 



confirm that the first suggestion in the memorandum is 
based on what Mr. Merriman has told you? — I do. 

1922. Later, did Mr. Merriman also make a further 
report to you on which you based your record of this 
second suggestion? — Yes. 

1923. Was it from Mr. Merriman only that you heard 
that second suggestion? — Yes. 

1924. Again we can follow it with Mr. Merriman. You 
asked Mr. Merriman, did you not, to see if he could find 
any corroboration? — I did. 

1925. Wanting, of course, to satisfy yourself of whether 
this was rumour and gossip or substantial? — Yes, indeed. 

1926. Trying to get it in writing, amongst other things? 
— I did try. 

1927. You made the report to the Governor of the 
Bank of England in the form that we have seen, putting 
those two things forward as suggestions? — Yes. 

1928. Did they seem to you at the time to be more 
than suggestions? — At the time, but not when I wrote 
this memorandum. 

1929. What I wanted to ask you and to have you tell 
us was this: whether by the time you wrote the memo- 
randum you had formed the view that there was any real 
substance ,in them or not? — No. By the time I wrote 
the memorandum, I felt it was purely gossip. 

1930. Since writing that memorandum, either in rela- 
tion to those particular suggestions or in relation to any 
other possible source of improper disclosure, can you 
help the Tribunal now to point to any particular source? 
With all that you now know, can you help the Tribunal 
to pursue any particular line of inquiry? — 1 have heard, 
I can only say rumours of the stock that was sold on that 
Wednesday afternoon, but it is only rumour ; I have no 
knowledge myself as to who sold the stock, but it has 
been freely talked about in the Stock Exchange. 

1931. May I tell you this, Mr. Mullens, so that you 
appreciate the problem with which the Attorney-General 
and his assistants are faced. We have every detail of all 
stock sold to jobbers that afternoon, the 18th, and the 
first two hours of the 19th. We have the names of all 
the brokers who sold to the jobbers and we have the 
names of the clients supplied by the brokers. Therefore, 
you could only help, it seems, in this respect if you had 
knowledge that any of those deals were under cover for 
some other person or institution. Do you follow what 
I mean? — Yes. I have no knowledge of the deals to 
which you refer. 

1932. We have .to that extent complete knowledge. It 
is only if you can take it a step further and say “ It 
may appear to be a dealing in so-and-so’s name, or such- 
and-such a bank’s name, or such-and-such an institution’s 
name, but really it goes back further to someone else.” 
Can you help in that respect? — I am afraid I cannot at all. 

1933. You have not heard right up till today of any 
other person who is known to have had prior knowledge 
of the impending change? — Can you repeat that? 

1934. Let me make myself clear. Have you heard right 
up to today of any member of the Stock Exchange, broker, 
jobber or any client who dealt that day, who to your 
knowledge did have prior knowledge of the impending 
change? — Oh no, I have certainly not heard of it, 



Cross-examined 

1935. I gather you reported two specific allegations 
which you heard, to the Bank of England? — Yes. 

1936. And I think you have said you are now satisfied 
that they were merely rumour? — I am. 

1937. Apart from those specific rumours, were there 
many other rumours going round on the Stock Exchange? 
— I never heard any specific rumour, although it is 
apparent in what has just been said, that I was aware of 
a change of sentiment that afternoon. 

By The 

1940. Chairman : Can you help me a little further? 
In your memorandum, which you left with the Governor, 
of the 25th September, you had referred to the fact that 
after 2.30 one seller of stock appeared. Who was that?- — 
I do not know who the client was, but I know the firm 
of jobbers who brought it to my notice. 

1941. Who were they? — Wedd, Jefferson. 

: 1942. Then, as you said, after the event there was a 
considerable amount of talk about selling by people who 
knew something? — Yes. 

1943. That was general, was it, both among brokers 
and among jobbers? — I think that this feeling emanated 
from the jobbers. 



by Mr. Roche 

1938. I was thinking of the next day after the announce- 
ment, and still more the Friday. Was it being freely said 
then that the selling had been inspired, without any names 
being mentioned? — -Yes, I think that there was a feeling 
after the Bank rate had been raised, that some prior 
knowledge may have been available, but it is not surpris- 
ing, of course, when you think of the effect that such a 
change has. 

1939. I quite agree it is what you would expect, and 
indeed, in fact, occurred? — Yes. 



Tribunal 

1944. As I asked Sir John Braithwaite, jobbers do not 
complain very readily, do they? They are apt to take 
knocks from time to time? — Probably not of this 
magnitude. 

1945. But what deals were being talked about as ones 
which gave rise to this talk about the inspired selling? — 
Well, in ,my opinion it was a question of the jobbers having 
previously taken a different view and not expecting this 
change, and the additional stock that they had to buy on 
the day before, or indeed on the morning of the change, 
really had very little extra effect. It was merely an addi- 
tional amount to that which they were normally carrying 
in their normal business. 
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1946. Were the complaints directed largely to after-hour 
dealings'? — No, but there were complaints of after-hour 
dealing to me by one firm. 

1947. I do not know, L am not versed in these affairs, 
but it does sound very serious to say “after-hours”, as 
if there was something rather significant about that, 
“ dealings took place, and not only that, but by persons 
who knew something.” It is not the sort of thing one 
would say very readily'? — No. Dealings after hours on 
Wednesdays are not unusual. It is actually a day on 
which many of the institutions hold their board meetings 
and very often do not finish until about the close of the 
Slock Exchange, and give their instructions after hours. 
There is nothing very surprising in that, nor indeed was 
there anything surprising, in my opinion, that day. It 
was only subsequently when the Bank rate moved that 
people cast their minds back to the previous day’s 
business. 

1948. But in the rumours that were going about, were 
not certain clients mentioned at all? — At that time. no. 

1949. In the week following?— Yes. 

1950. Were there any particular deals or clients referred 
to? — Later on, yes. 

1951. Can you help me? We had, for instance, a 
reference yesterday to Royal Exchange Assurance. Were 
dealings by the Royal Exchange Assurance being referred 
to? — Y es. 

1952. Were dealings by Matheson & Co. being referred 
to? — I personally never heard of them. 

1953. Apart from the Royal Exchange Assurance deals, 
were any other deals being referred to by name? — Yes. 

1954. What were they? — Messrs. Lazards. 

1955. Any others? — None that I heard. 

1956. Have you any reason, or can you think of any 
reason why, for instance, Lazards and the Royal Exchange 
should be mentioned as people who might be in the know? 
— Yes, I can. 

1957. 1 am afraid I must ask you? — Lord Kindersley 
is a director of both companies. 

1958. But apart from those, you do not know of any 
other names that were being mentioned? — None whatever. 

1959. What gave rise to the talk, I suppose, was the 
connection with the Bank of England in both cases? — 
Yes. 

1960. Mr. Milner Holland -. You said that you were sur- 
prised when you were told the Bank rate was going up 
to 7 per cent., that you were not expecting it. I want 
a little more detail. Were you not expecting any rise in 
the Bank rate, or were you not expecting so sharp a rise 
in the Bank rate? — I was not expecting any rise. 

1961. Now will you help me with the figures. I am 
not sure whether you have seen the big table showing 
turnover, but you have the figures in your mind. We 
have roughly £164 million jobbers’ purchases and £14 
million jobbers’ sales on the Wednesday preceding the 
relevant Thursday? — Yes. 

1962. And I think you have said — and the figures con- 
firm it — that that is not very large or particularly large 
in amount? — It is not. 

1963. The next week it was over £60 million, but there 
is a significant difference, first £2£ million on balance 
purchased by jobbers over what was sold by jobbers. 
Is that, not mathematically significant, but is it significant 
as a market indication? — Not in the least. 

1964. It is the sort of difference you would expect, or 
it is in the direction you would expect if the market was 
anticipating an adverse effect on gilt-edged? — It is cer- 
tainly an indication, but a very small one. 

1965. As a figure, you think it is a small one. I do 
not see any other occasion in the figures that have been 



supplied to us where the difference was any greater than 
£2j,- million on balance. Perhaps we do not happen to 
have an example. You say £2-J million is quite a small 
amount? — I would not have thought it was a surprising 
amount at all. 

1966. Again the following week, when there was a 
turnover of £62 million, the difference between jobbers’ 
purchases and sales was only £1 million out of £62 million. 
However, your view is that the difference of £2$ million 
is not significant in a total of £16 million? — I would not 
have thought so. 

1967. Mr. Vealc : 1 know very Mt-tle about tihe Stock 
Exchange. Am I right in ‘thinking that there are .no bear 
transactions in the ordinary sense in the gilt-edged market? 
— There are bear transactions, in the ordinary sense, in 
the gilt-edged market. 

1968. Can you explain them to me? I thought gilt- 
edged was cash? — It ‘is, but it is possible to sell stock 
that you have not got because you can borrow stock and 
deliver it. 

1969. In the course of the talk that you had heard, 
had you heard any suggestion of any sort of dealing of 
that kind?— I never have at all, no. 

1970. Chairman: In the third paragraph of your memo- 
randum, which you left with the Governor on the 25th 
September, you say “The general consensus of opinion 
in the market is, that there was no Bank rate leak, but 
that there was some knowledge that the Government 
announcement was to be made and also that the Chan- 
cellor had seen some of the 'big bankers, and as a result 
of this becoming known, certain holders had decided to 
dispose of some stock at the current market levels.” 1 am 
not quite following. We have had some evidence from 
other people on it, but would not the general measures 
of policy which were announced by the Chancellor on 
(the Thursday, other than the Bank irate, have had on .the 
whole a stiffening effect on the gilt-edged market?— Yes. 

I think it is very difficult to say what would actually 
have happened, had those measures only, without the rise 
in the Bank rate, been made effective, buL there would 
niolt ihuve been a great movement and lit might easily have 
been that there would have been a rise, rather than 
a fall. 

1971. I am not certain how this opinion of the market 
has been formed, because people were disposed to sell 
their stock. Was that because they thought a rise in the 
Bank rate would be necessary to support the other Govern- 
menit measures?— I do not ‘think so. As 1 have said, 1 think 
•jit .is very difficult to say what would have been the 
effect in the market had those steps alone been taken. 
It is quite possible that the market would have fallen, 
but 1 would not like to express an opinion one way or 
the other. It would have had no great effect. 

1972. Mr. Milner Holland: Arising out of that, is this 
perhaps what you are saying — I do not know — that the 
fact that it was known that there was to be a Government 
announcement and the Chancellor was sending for people 
and seeing people caused nervousness. Is that what you 
are saying? — Y es. 

1973. I do not know how much the Chancellor would 
like that view, but that is what you are saying, that the 
fact that he was sending for people and seeing them, and 
having consultations with bankers and so on, would tend 
to cause a nervousness? — Yes, I think so. 

1974. Was it, in fact? Can you say that you knew 
there was to be a Government announcement? — I did not 
know anything. 

1975. Did you know that the Chancellor had been 
seeing the bankers? We know now that he saw them the 
week before? — I did not know myself. 



Further examined by Mr. Winn 



1976. ‘May I ask a question which I ought to have 
asked before. Referring to paragraph 6, of the statement 
that you provided, is it a fact that you would have 
expected to see much greater pressure to sell, and a much 
larger fall in prices, had there been any widespread sus- 

(77k Witness 



picion of a coming increase in the Bank rule? — I most 
certainly would. 

1977. Would you think that even one or two know- 
ledgeable people would have affected the price more? — 
1 do. 

withdrew.) 



Mr Winn: 1 have now, my Lord, the letter that 
Laurence, Keen & Gardner wrote to the Chairman of the 
Stock Exchange. I will read it with pleasure, if your Lord- 
ship would wish me to do so. It is not, in fact, very 
helpful to the Inquiry. 

Chairman : I think if you could have copies made, and 
30671 



in due course hand them in, that would be the right 
course. 

Mr. Winn : I can say at once that it does not give a lead 
anywhere, but it is a request for an inquiry, and it gives 
the reasons why they wish to have the inquiry. It does 
not give a lead in any direction, for the purposes of this 
Inquiry. 

C* 4 
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1978. Is your full name Percy John Spooner?— Yes. 

1979. Are you now the sole partner in the firm of Wedd 
& Owen? — No, that is an error. I altered that on my 
statement to “ senior partner ”. I have another partner, 
and have had from the 1st November. The correction, 
apparently, did not get through to your copy. 

1980. You have one other partner now. Did he join 
the firm on the 1st November? — Yes. 

1981. Until the 30th .September, did your firm consist 
of five partners, yourself and Mr. K. Redfern, Mr. H. H. 
Walker, Mr. J. W. Baird, and Mr. Parry?— It did. 

1982. On that day the 30th September, did Mr. Baird 
leave the firm? — He had resigned two months before, 
and that was the actual date of his leaving the firm. 

1983. When he left the firm, did he take out his share 
of capital 7 — He was going to. 

1984. Did that amount to about 25 per cent, of the 
firm’s capital? — No, less than that. 

1985. It was a substantial amount though, was it not? 
— Yes. 

1986. In consequence of that capital being taken out, 
did you require more capital if the business was to be 
conducted on the same scale as before? — I did. 

1987. Did particular need for that more capital arise, 
having regard to the history of the gilt-edged market for 
the six months preceding the end of September, 1957? — 
We had lost a certain amount of money in that six 
months, not a great deal. 

1988. Did you approach your remaining partners with a 
request that they should provide that additional capital? — 
I approached Mr. Redfern and Mr. Walker ; Mr. David 
Parry was a very young man and had only recently joined 
us as a partner. 

1989. Were they able to do so? — I regret to say, no. 

1990. In consequence, did you decide to reduce the 

firm’s business? 1 did. 

1991. In any way you could? — I did. 

1992. When did you reach that decision? — During the 
first fortnight in September while I was away on holiday. 

1993. When did you come back from your holiday? — 
On the 16th September. 

1994. Before the 16th September you had decided to 
reduce the firm’s business in the only way possible to 
you? — Unless I got further capital from my two partners. 

1995. What was the only way possible to you that you 
considered and decided upon, unless you got more capital 
before the 16th September? — By asking the three partners 
to resign from the firm. 

1996. Were there any other steps that you decided 
upon? — At that time, no. 

1997. Had you, before the 18th September, done many 
after-hours dealings? — We did a certain number every 
evening, but nothing of any particular significance. 

1998. Do you like doing after-hours dealings? — No. 

1999. Why? — Because one is out of touch with the 
market, and it is so simple for a broker to tour jobbers 
one by one and almost take advantage of them, might 
one say. One is out of touch with one’s fellow jobbers, 
and sees very little of what is going on. 

2000. How would you describe the gilt-edged market 
during the first three days of the week commencing 16th 
September? — It was a very firm, quietly rising market. 

2001. At what time did you get to your office on the 
18th September? — I should imagine at about 3.50. 

2002. When you got there did you discover that one 
of your clerks had bought 9,000 of a stock which you 
knew one of your jobbing friends, Mr. Hinton, of Bruce 
& Hinton, badly wanted? — 1 did. 

2003. British Electricity 3 per cent. Guaranteed Stock? 
—Yes. 

2004. fiarlier in that week had there been plenty of 
that stock about, or not? — No, there had been a shortage 
of it for the previous two days. Mr. Hinton had asked 
me, if I bought any, if I would sell it to them during 
that period. 

2005. Having learnt this, did you telephone Mr. Hinton? 
—I did. 

2006. What did he say to you? — He said : “ Thank you 
very much. I have bought far more than I require.” 
May I say something there? It is possible that a jobber 
would make that remark even though he bought some- 
thing else, because a jobber is interested in his total very 
often, more them one individual stock. 

2007. Did you attach any signifiance on that day to Mr. 
Hinton telling you when you telephoned him that he had 



Spooner, sworn 
Attorney-General 

bought far more than he required? — I was surprised, 
because at the close of the House, as far as I knew, the 
market was still as good as it had been. 

2008. At about what time did you telephone Mr. 
Hinton? — I should think probably about 4 o’clock. 

2009. You published a circular later, in which you 
talked about “ abuse ”? — Yes. 

2010. That did not give you — or did it? — any impres- 
sion that there was any abuse going on of Stock Exchange 
facilities? — No, not at that time. 

2011. Shortly after that did you get a telephone call 
from Messrs. Irwin & Company? — Yes, I did. 

2012. Are they stockbrokers? — Yes. 

2013. Did they ask for a price for 20,000 3 per cent. 
Conversion 1969? — Yes, they did. 

2014. Did you lower your price? — I did, by a quarter. 

2015. Did he make the deal? — He did. 

2016. Was there to your mind anything surprising or 

significant about that deal? — Yes. I should say that 

having tried to sell Electric 1963/1978 to Mr. Hinton, I 
did try round the rest of the market on the telephone, 
and everywhere I wenit I found the same thing, that 
people were reluctant buyers. That was one of the reasons 
for my dropping my price particularly to Messrs. Irwin. 

2017. Had you telephoned to your market friends 
before speaking to Messrs. Irwin? — Yes ; that is why I 
dropped my price a quarter. 

2018. At about what time did you make this deal with 
Irwin & Company? — I cannot say quite dearly, but it 
would be somewhere just after four — between four and 
ten past four. 

2019. I did ask you about what time ; I did not imagine 
you kept a record? — No. 

2020. Can you remember the price at ‘which that deal 
was done? — No, I cannot remember it, but I have my 
books here. 

2021. Have you your books here? — Yes. 

2022. I .think it might be interesting if you could 
identify the price? — Certainly. ( After a pause.) The- price 
was 83£. 

2023. That was the Conversion 3-£ per cent.. 1969? — 
Yes, at 83^. 

2024. Later in the evening did Richardson & Glover 
telephone to you? — They did. 

2025. At about what time was that? — It was almost 
immediately after Messrs. Irwin, within two or three 
minutes. 

2026. Did they ask the price of 3 per cent. Savings 
Bonds 1960/1970, and 3 per cent. Savings Bonds 1965/ 
1975?— They did. 

2027. Did you quote them two prices? — I did. 

2028. Did you lower the price considerably in each 
case? — I did. 

2029. By how much? — I should say by not less than 
three-eighths of a point from the dosing price. 

2030. Did they sell you some 3 per cent. Savings Bonds 
1960/1970 and 3 per cent. Savings Bonds 1965/1975? — 
They did. 

2031. I want to ask you to check this. Can you state 
what were the total nominal amounts they sold you? — 
81,000 of one and 84,000 of the other. 

2032. Are you sure those figures are right? — Yes. I 
can confirm them. 

2033. Would you just confirm them? — In the case of 
Savings 3 per cent. 1960/1970, the amount that I booked 
was 81,000, and in the case of the 1965/1975’s I booked 
84,000. 

2034. I do not think there is very much in it, but the 
record we have obtained from the Stock Exchange, which 
presumably is based on figures you and others supplied, 
purports to show that the total you bought from 
Richardson & Glover on that occasion was £163,000? — 
That can be quite easily explained. I think the bargains 
were probably to raise a certain amount of money in each 
case. I made a rough calculation of -the amount required 
and booked that amount. The next day the exact 
amount would be checked between our two offices. 

2035. Did anything surprise you about those transac- 
tions when you made them? — -Yes. I had widened and 
lowered my price, and in view of the fact that as far as 
I knew the market closed quite firm, with every sign that 
it would open better the next morning, I was surprised 
that they accepted sudh a low price without haggling or 
arguing at all, 
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2036. Whait did that price lead you to do? — From that 
time, having bought about 180,000 stock we decided we 
would not deal any more that evening, and in reply to 
further telephone enquiries we quoted a rough price, and 
said : “ We are not interested.” 

2037. Was that on account of your book being full, 
or for any other reasons? — More, I think, because wc 
were disquieted by the alacrity with which people were 
dealing. 

2038. Were the firm from whom you had bought those 
securities normal dienits of yours? — Yes, people with 
whom we normally dealt. 

2039. Did you make any sales that evening? — No — 
with the exception that we did sell 10 Electric 3 per cent. 
1968/1973. That was my endeavour, and we did even- 
tually sell those. That was all. 

2040. Were you having requests from people who 
wanted to buy from you that day? — No. 

2041. I must ask you to look back afterwards in the 
light of what appeared in the Press. At that time had 
you any impression that something odd and unusual was 
happening on the Stock Exchange? — I and my partners 
definitely thought that something was known which we 
did not know. 

2042. Reflecting on the matter afterwards, have you 
reached any conclusion yourself? — I am afraid not. 

2043. Did you think that the people who were dealing 
with you must have known about the Bank rate change? 
— No. I have not referred to the matter with anyone 
with whom we dealt that evening. 

2044. When the Bank rate change was announced the 
next day, did you attribute the dealings on the Wednesday 
in which you had taken part and the inquiry to know- 
ledge that that was going to happen? — No, not with any 
certainty at all. In my view, .the knowledge of the other 
measures which the Chancellor was going to take would be 
quite sufficient to have caused what did actually happen. 

2045. Did your firm suffer a financial loss? — Yes, a 
modest one, not a substantial one as has been stated. 

2046. Having sustained that loss, did you take the view 
that that gave you an opportunity of circulating the firms 
of stockbrokers with which your firm deal and telling 
them that for the future you would not deal after hours, 
with the exception of small routine business? — Yes. The 
thing I had most in mind at that moment was (he fact 
that I was nearly certain that I had to dismantle a firm 
which I had built up for twenty years. In view of the 
fact that I had to dismantle it, I did not really want to 
face the possibility of buying 200,000 stock in an evening 
if I was going to be trading almost on my own. That 
letter was sent out, and I must confess I used whatever 
occurred as an excuse for doing something which I knew 
might become necessary in future in any case. 

2047. It gave you an opportunity of taking a step you 
wanted to take to reduce your possible commitments? — 
Yes. 

2048. It was really a pretext for reducing liabilities with- 
out impairing your credit? — It was. 

2049. When was that circular sent out? — I cannot be 
quite sure about that. 



2050. I think you have supplied a statement saying you 
sent it out between 2 and 3 o’clock on Tuesday, 24th 
September? — On Tuesday, 17th. 

2051. You said the 17th, but I think you meant the 
24th?— The 24th, I am sorry. 

2052. Did the resignation of your other then partners 
take effect on the 18th October? — Yes. It was requested 
on 1st October. 

2053. I think you said that in your statement: “Both 
the circular and the resignation from the firm of these 
three gentlemen were quite unconnected with the alleged 
leakage of advance information regarding the raising of 
the Bank rate ”? — Yes, totally unconnected. 

2054. That is your view? — It was an internal domestic 
trouble entirely. 

2055. Which led to the resignation and the circular? — 
And the circular. 

2056. Now I want to ask you to look at the terms of 
the circular. Have you a copy? — 1 think I remember it. 

2057. I will read it to you, anyhow. It reads as fol- 
lows : “ In order to assist our broker friends in completing 
their clients’ business we have for many years past been 
prepared to continue to deal after the close of the House.” 
That is true, is it not? — Yes. 

2058. “This facility has occasionally been abused, but 
never to the extent that it was on the night of Wednesday, 
18 th September last.” What did you mean by the use 
of the word “abused” in that context? — It was a very 
difficult letter to word, as you will probably appreciate. 
We have always had very friendly relations with most of 
our brokers, and we are usually informed by them of any 
news which comes out after hours, they having tape 
machines and we not, and business has been conducted in 
a very friendly way for many years. That was. the first 
time that — it is difficult to find a word for it — shall we 
say, anything had happened which we might think was 
taking advantage of us in our lonely situation after hours. 

2059. “ . . . but never to the extent that it was on the 
night of Wednesday, 18th September last.” That was 
referring, was it not, to the orders placed with you by 
Richardson & Glover? — Combined with Messrs. Irwin, 
yes. 

2060. And Messrs. Irwin? — Yes. 

2061. You had no other deals than those in mind? — 
No. 

2062. “We should like to say that the abuse was ob- 
viously the responsibility of clients and would absolve our 
friends from any blame.” Let me see if I understand 
it correctly. I want to make sure I do. Did that mean 
that what you were implying was that you were not sug- 
gesting that the brokers, who were friends of yours, had 
withheld any information from you in making the deals, 
but you were seeking to suggest that their clients had? — 
Yes. 

2063. You say : “ Nevertheless we are forced regrettably 
to the decision that we shall have to confine our opera- 
tions after 3.30 p.m. to small routine business ”?— Yes. 

2064. But you were really taking advantage of these 
after-hours dealings, to do something that was necessary 
in the interests of your firm, namely to reduce the sphere 
of your operations without affecting your credit?— Yes. 



The Tribunal 



2065. Chairman : If a broker rings you up and asks 
for a price, you know the name of the broker ; he will 
give it on the telephone? — Yes. 

2066. You will not know at that stage who are his 
clients? — No. 

2067. You will not know whether he wants to buy or 

to sell?— No. , , . • , .. „ 

2068. And you quote him the buying price and the sell- 
ing price? — Yes. „ 

2069. Supposing he then offers you, or agrees to sell 

you at that price some very large block of stock, are you 
in a position to refuse, and say : “ I cannot deal in that 
amount”?— The broker usually takes the precaution, after 
you have quoted your first price, of saying : “ Would you 
make that in a hundred-thousand? ” — which is actually 
what happened. They said: “ Would you make that price 
in a hundred-thousand? ”, and we said : No , and 

widened and lowered our price. 

2070. If when Richardson & Glover were dealing with 

you, you had been so minded, you could have said: I 

will not deal in a hundred-thousand”? — Most certainly. 

2071. Therefore, it is quite clear that when you wrote 
your letter afterwards, you were complaining of an abuse 
IB the sense of somebody selling on unequal terms 



with you, in that they were in the know and you were 
not? — Yes. 

2072. I take it that is still your view? — That is, yes. 

2073. I suppose Richardson & Glover deal for a num- 
ber of clients? — Yes, 

2074. You have dealt with them for probably twenty 
years in your firm? — No, I should say about ten. 

2075. Do you in your position get to know, for instance, 
if a broker comes to you in a particular line of stock, that 
probably his clients are so-and-so? — We would never 
dream of asking them. 

2076. When did you know that Richardson & Glover’s 
clients were Matheson & Co.? — I heard that in here this 
morning for the first time. 

2077. But you had no suspicion before that that the 
clients were Mathesons? — None whatsoever. 

2078. Do you know Mr. Smale of the Daily Express ' ? — 
I do not know him. I may have been interviewed by him, 
but I could not be sure of that. 

2079. Were you in here yesterday? — No. 

2080. He wrote an article on the 26th September, 
headed: “Ten Million", in which he said this: “The 
allegation that City speculators got a tip-off about the 2 
per cent, rise in the Bank rate was backed up yesterday 
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by a leading Stock Exchange firm. The firm confirmed 
that a flood of selling of Government securities began 
twenty hours before the Bank rate change was announced.” 
Making all allowance for journalistic exaggeration, would 
it be right that that information came from you? He 
says it did. — One would have to make very great allow- 
ance for imagination. 

2081. At any rate, you did see him? — I was seen by, 
I think, a representative of every newspaper in London 
that evening, including three separately from the Daily 
Express after I got home. 

2082. Mr. Milner Holland : Were you startled because 
when you widened your price very substantially 
Richardson & Glover made no demur? — Yes. 

2083. They did not argue the point? — Actually they 
did refer the price to their clients whom they obviously 
had on another telephone alongside before they did it. 

2084. Now I understand your attitude completely. You 
knew, did you, that when you quoted this wider price, 
Richardson & Glovers were referring to their clients? — 
Yes. 

2085. And then came back and agreed it? — Yes. They 
obviously had two telephones. 

2086. Is this right : that is why you say in your circular 
that the abuse was obviously the responsibility of clients? 
—Yes. 

2087. What about the Irwin deal? Again you lowered 
your price. The amount was not so large, was it? — I 
lowered it by about a quarter. 

2088. Was that accepted without demur? — Yes. 

2089. And that surprised you also? — Yes, it did. They 
dealt very hurriedly. 

2090. Did they pause to refer it to their clients? — No. 

2091. Do you know now who the clients were? — No, 
I have no idea. 

2092. Mr. Veale: In your statement you said: “The 
people who were dealing with me that evening needed to 
know nothing about the Bank rate at all, and in my 

(The Witru 
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opinion their conduct was explainable by the knowledge 
they had acquired of the two additional matters I have 
mentioned ” — that is, what the Chancellor announced 
apart from the Bank rate? — Correct. 

2093. What exactly was it that you thought somebody 
knew when you used the word “ abuse ”? — I had no 
idea. We were not very interested, frankly. The whole 
thing was dead and finished with. It was water over the 
dam. 

2094. You told us that this letter was really a pretext. 
Looking back on it now, can we take it that you would 
not have sent out a letter like this?— I certainly would 
not have sent it out to reach brokers on the very morning 
that Mr. Wilson was going to demand an inquiry. 

2095. If you were to do it again would you use the 
word “abuse”?— In the light of today, most certainly 
not. 

2096. Looking back on what your feelings were at the 
time, do you think it was an exact word to use, or the 
right word to use, in all the circumstances?— It was a 
very difficult letter to put together in the circumstances. 

2097. I understand you say that.— And composing is 
not one of the things we regularly do. 

2098. I follow that, and that is why I am asking you 
whether, looking back now, you think that it was the 
right word to use? — It was clumsy. 

2099. Is there any word you would like to substitute 
for it, looking back now?— I cannot think of one at the 
moment. 

Chairman : Thank you, Mr. Spooner. 

Witness: My Lord, may I say that never at any time 
have we made any complaint to anyone about what 
happened on the Wednesday evening? That is one thing 
which I do not think has been brought out. Never at 
any time have we made any complaint to anyone. Had 
we been going to do so, we should naturally have done 
it to our own Council. 

withdrew.) 



Mr. Horace Humphrey Walker, sworn 



Examined t 

2100. Your full name is Horace Humphrey Walker and 
you live at Hidden Cottage, Egerton Road, Weybridge? — 
Yes. 

2101. You are now a partner in a firm of jobbers known 
as Giles & Cresswell? — Yes. 

2102. But until 19th October of this year you were a 
partner in Wedd & Owen ? — Yes. 

2103. The senior partner of which firm has just given 
evidence? — That is correct. 

2104. Were the partners of that firm in September Mr. 
Spooner, who has given evidence, Mr. Baird, Mr. Redfern, 
Mr. Parry and, of course, yourself? — That is correct. 

2105. I do not want to bring out the details of the 
capital participation, but Mr. Parry, we have been told, 
is a young man and had little, if any, capital invested? — 
That is correct. 

2106. The rest of you had varying sums invested in 
the firm? — Yes. 

2107. But during the period beginning in July and going 
on to September, had Mr. Spooner made it clear to you 
all that it was necessary, in his view, for the survival of 
the firm, to raise more capital? — Yes, to replace that 
going out when Mr. Baird went. 

2108. Because Baird had already resigned and his resig- 
nation was to be effective in October, and that would 
result in taking a large slice of the capital out? — Yes. 

2109. A comparatively large slice — an appreciable slice, 
shall we say? — Yes, that is correct. 

2110. Did the partners discuss together various methods, 
and in particular three, by which the requirement of the 
firm for capital might be reduced? — They did, yes. 

2111. Two of those were reducing the size of the bar- 
gains which the firm accepted, or widening the firm’s 
prices? — Widening the firm’s prices I think is not the 
correct impression. 

21 12. I took it from your own statement. Let us have a 
better version of it? — I must have given the wrong im- 
pression: reducing turnover, I think was what I meant. 

2113. Reducing the size of the bargains, or the number 
of them, the quantity, the turnover? — Yes. 

2114. Both those measures are obviously restrictive to 
some extent of goodwill, tend to reduce goodwill with 
brokers?— Yes. 



Mr. Winn 

2115. The third possibility was that the dealing per- 
sonnel, those members of the firm who actually dealt, 
should be reduced in number? — Correct. 

2116. Up to that time had all the partners been dealers 
l suppose, and there had been some other dealers who 
were not partners? — Two others. 

2117. Ultimately was the decision taken to adopt the 
third of those methods, namely to reduce the number of 
dealers, and did that result in three of the partners leaving 
the firm at the end of October? — It did. 

2118. That is Redfern, Parry and yourself? — Yes. 

2119. Was the breakup of the partnership in any way 
due to ibhe events of Ibhe afternoon of the 18th September? 
— None whatever. 

2120. Was the writing of the circular letter approved 
by the other partners in addition to Mr. Spooner? — I 
was away during the week concerned. I came back on 
Monday and I do not know what detail they saw it in. 

2121. You did not see it then, or did you see it, before 
it was sent out on the Tuesday? — I cannot be positive 
whether I saw it on the Monday afternoon or the Tuesday. 

2122. Did you yourself approve of the wording of it? — 
I accepted it. 

2123. But so far as you had anything to do with 
approving the circulation of the letter, in your own mind 
had the sending out of the letter anything to do with 
the events of Wednesday the 18th? — I thought it had. 

2124. Just explain what connection you thought it had? 
— I thought it meant that owing to the events on those 
two days bargains which the firm had done were possibly 
connected with some knowledge outside which we had 
not, at the time, ourselves in our possession. 

2125. So that in your mind the letter was not a pretext 
for enabling dealings to be reduced? — I am afraid it 
did not strike me in that way. 

2126. You thought it was a genuine result of the un- 
fortunate experiences of Wednesday the 18th? — Yes. 

2127. Which themselves were due to somebody having 
used better knowledge to your detriment? — Yes. 

2128. Did you think at the time that the knowledge 
that bad been used to your detriment was knowledge held 
by the brokers or knowledge held by the clients of the 
brokers who dealt with them? — By clients, definitely. 
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2129. Did you know before today who were the clients 
of Richardson & Glover? — No. 

2130. You heard it here for the first time? — Correct. 

2131. And equally you did not know on whose behalf 
Irwin & Co> were dealing that day? — I did not know 
they had dealt. 

2132. Naturally you are more interested than others in 
the possibility of a leak because you are a sufferer from 
the events of Wednesday the 18th. Can you point to any 
source of information which will enable the Tribunal to 
find who had that knowledge? — I do not think I can. 
All I can say is, when these questions come up, I have 
for a long time maintained at our end that it is impossible 
to assess whether it is a leak as might be suggested, whether 
it is an intelligent anticipation, or the use of a sixth 
sense, which is essential to most things from driving a 
motor car to being a jobber or being a financier. 



2133. Would it seem to you, with your knowledge of 
the market, that the most promising method of approach 
is bo check all the dealings and eliminate the obviously 
innocent and then concentrate on those that remain? — 
I do not quite follow. 

2134. If one is endeavouring to find out was there 
knowledge that evening, and was that knowledge used to 
the advantage of some person or persons and to the 
detriment of the jobbers, do you think the best method 
is to look at all the dealings? — I do. 

2135. Eliminate the obviously innocent ones and con- 
centrate on those that remain? — Yes. 

2136. From your experience there will be many dealings 
in any one day which marry with one another in the 
sense that they are manifestly shifts from one stock into 
another? — Yes, there are many. 

2137. Those, you agree, would be plainly irrelevant for 
this purpose? — Yes. 



By the Tribunal 



2138. Mr. Milner Holland : I want to know whether 
you agree with Mr. Spooner. What is your reason for 
thinking that om this occasion it was the client and not 
the broker who had knowledge? — It may seem a slim 
one, but I do know the brokers and I do not know the 
clients, or I did not know the clients. 

2139. In other words, knowing the brokers, you say 



they would not do such a thing if they had any know- 
ledge, and therefore you eliminate them? — Yes. 

2140. Did you know — M;r. Spooner explained it to me 
— that in fact Messrs. Richardson & Glover, when offered 
■the lower price, referred the matter to their clients before 
buying? — I did not. I was away that week and I did 
not go into the thing in full detail at the time. 



( The Witness withdrew.) 



Mr. Hugh Humphry Merriman, swor n 
Examined by The Attorney-General 



2141. Mr. Hugh Humphry Merriman, are you the senior 
partner in the firm of Akroyd & Smith ers? — I am the 
second senior partner. 

2142. They are jobbers in Government securities, among 
other things? — That is correct. 

2143. .I want to ask you first of all about bargains 
made by your firm on the 18th and 19ith September. 
Did they indicate a comparatively small volume of busi- 
ness or not? — I would like to explain first that I was 
not in business on the 18th September, but 1 have made 
full enquiries. I did mention that to the Solicitor that 
I was not in business on the 18th September. 

2144. You have made a statement to that effect though, 
have you not? — Yes. 

2145. You know what business your firm did on those 
days? — I do. 

2146. Does the business done indicate anything to you? 
— No. 

2147. Was it a comparatively small volume of business? 
— Comparatively small, yes. 

2148. Was there anything significant in the volume of 
business transacted after half past three on the 18th Sep- 
tember? — In my opinion, no. 

2149. Does your firm normally deal with quite large 
business after 3.30? — That is correct. 

2150. Did you produce a schedule of your firm’s trans- 
actions of £50,000 and over on the 18th and 19th Septem- 
ber, 1957, before the Bank .rate changed? — Yes, I attached 
it to my statement. 

2151. Does that statement show only three dealings 
alter 3.30? — That is correct. 

2152. One at 3.45 for Mathesons Nominees Limited 
through the firm of Panmure Gordon for £166,000 Savings 
3 per cent. 1960/1970? — That is correct. 

2153. Another for ithe same clients, Mathesons 
Nominees, with the same brokers, Panmure Gordon, for 
£300,000 Savings 3 per cent. 1960/ 1970? — That is correct. 

2154. And the third for the same clients, Mathesons 
Nominees, through the same brokers, Panmure Gordon, 
for £206,500 War Loan 3 per cent.?— That is correct. 

2155. Was there anything out of the ordinary in relation 
•to those transactions? — -Nothing significant to us, no. 

2156. I -think the total business transacted by your firm 
of the 18th September in gilt edged securities consisted 
of purchases totalling £3,500,000 approximately, and sales 
of £2,650,000? — That is correct. 

2157. Was there anything out of the ordinary or un- 
usual in those amounts? — No. 

2158. Were you there at all on the 18th? — No. 

2159. Did you have any reason to suppose on the 18 th 
from what was said to you by your partners, either then 
or on the 19th, that anything unusual had happened 
on the i8th? — No. 



2160. Northing to suggest to your mii-nd someone in 
possession of particular knowledge, or knowledge that the 
■Bank rate was going to be advanced? — No. 

2161. Did your firm suffer a heavy loss as a result of 
the raising of the Bank rate? — That is correct, yes. 

2162. Having regard to the stock om your books at the 
time? — Yes. 

2163. Did you go and see the Government Broker 
about that later? — That is correct, yes. 

21 64. When was that? — To the best of my recollection 
on the afternoon of the 19th, or the morning of the 
20th. 

2165. Why did you go to see him then? — Because we 
felt that the open market dealings done by the Govern- 
ment Broker had been rather misleading doming the whole 
of the days previous to the change in the Bank rate. 

2166. Was that the sole purpose of your visit? — The 

Government Broker I think had asked also 

2167. I asked you whether that was the sole purpose of 
your visit. Was that why you went to see him? — That is 
correct, yes. 

2168. You did not go there to suggest there had been 
sales on account of knowledge that 'the Bank rate was 
going to be raised? — No, 

2169. Or to suggest that there were sales on account 
of fore-knowledge of the other -measures that the Chan- 
cellor of the Exchequer was going to announce? — No. 

2170. But while you were with him did you engage 
in some gossip? — 1 told him two things that I had hoard. 

2171. How did that come about? Were you just talking 

conversationally? — 1 think the Government Broker said: 
“ Have you heard anything else which could have 
any ” 

2172. He was asking you for information? — Yes. 

2173. What did you tell him? — 1 told him 1 had heard 
•two things. One 1 'had heard over lunch at the City of 
London Club, and I said that as that happened In a club 
I was not prepared to give the name of the man who had 
made the remark. 

2174. Will you give his name now? — -The name is 
Mr. Owen Stewart. 

2175. Who Is he? — He is the Deputy Chairman of the 
National Bank of India. 

2176. Did you hear him say something yourself? — I 
recollect that -the gist of his conversation — I was talking 
to somebody else at lunch, but I did overhear the gist 
of the conversation — was that they had been rung up at 
9 o’clock on the day that the Bank rate moved — that was 
the day I was having lunch at the Club— and that they 
had been told that -the Bank rate was going up to 7 per 
cent. 

2177. By whom? — By Reuters. I only heard snatches of 
this conversation, but It was repeated to me afterwards 
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by Hugh Seccombe, of Seccombe, Marshall & Campion, 
who was sitting at the next table and I reported that con- 
versation to die Government Broker. 

2178. Without disclosing the identity of the member 
of the Club? — That is correct. 

2179. Or, I suppose, -the identity of the source from 
which it purported to have come, -that the Bank rate was 
going to move up? — That I cannot remember ; I may 
have said Reuters. 

2180. A day or two after 19-th September did you have 
a talk with a Mr. Boyle of Sidney Simon, Brokers?— 
That is correct. 

2181. What did he tell you? — He told me a typist on 
his office had been telephoned during the morning of 
19th September by a man in an oil company who- had 
said that he had been told by 'his principal that the Bank 
rate was to 'be raised 'that day to 7 per cent. 

2182. Did you see Mr. Boyle later? — I later saw Mr. 
Boyle and I said that in my opinion the typist in their 
office should make a statement to -that effect. A day or 
two later Mr. Boyle came back to me and said she was 
not prepared to put anything in writing as the man who 
had telephoned her was her husband. 

2183. Have you, apart from -this piece of information, 
any reason to suppose that the sales to you, which were 
substantial in total, although perhaps not substantial for 
your firm, on the Wednesday -afternoon were due to fore- 



knowledge either of the iBank -rate rise or of other 
measures? — No. 

2184. I want to ask you about after hours dealings on 
Wednesdays. Do you -have after hours dealings most days 
of the week? — Every day. 

2185. Which day is usually the heaviest for after hours 
dealings? — I would not say there was any significance in 
any particular day, although we do find that very often 
on a Wednesday there are a number of institutions which 
have their board -meetings on Wednesdays, and very often 
i-f these meetings are protracted we have found in the 
past that we do deal after hours because the stockbroker 
does not receive his .instructions in time to deal before 
the close of -the Stock Exchange. 

2186. Do you remember when the underwriting was 
completed in relation to the Vickers issue?— Yes, it was 
completed on Tuesday, September 17th. 

2187. Would that affect the volume of business that you 
might be asked to do on -the 18th? — It could well do. 
Any institution which had been given a large amount of 
underwriting could well want to make provision for that 
as soon as possible. 

2188. Did you in fact, make enquiries to find out if 
there had been an abnormal number of telephone enquiries 
after hours on the 18th September? — I did, and nothing 
abnormal transpired in the number of telephone enquiries. 



Cross-examined 1 

2189. You have told the Tribunal about -the three trans- 
actions which took place at 3.45 on the afternoon of the 
18th? — That is correct. 

2190. Are you in a position to tell the Tribunal what 
were -the prices which you quoted on -those three trans- 
actions? — -I can tell you the prices that we dealt at. 

2191. First of all let me ask you this. I think you did 
say there was nothing out of -the ordinary as far as you 
were concerned in relation to these transactions? — That 
is correct. 

2192. And were the prices that you dealt at subsequently 
the prices at which the market had closed? — I would 
say they were probably about £ to 1th lower owing 
•to the rather large amounts of stock and the fact that 
it was after the market had closed. 

2193. You do tend to -drop your price for large amounts 
of stock? — Yes. 



By The 

2199. Chairman: -I have your details of transactions on 
the 18th and 19th and they disclose only these deals from 
Panmure Gordon as -being after hours? — Yes. 

2200. They were considerably in the aggregate, some 
£670,000 nominal? — Yes, that would -be correct. 

2201. That would have been f-or you quite a consider- 
able amount for after hours dealing, would it not? — 
Yes, a considerable amount, -but nothing out of the 
ordinary. 

2202. Whether it is out of the ordinary or not depends 
on the price, does it not? — Yes. 

2203. And you did not do -the dealing? — No, I was not 
there. 

2204. But can you tell us exactly what the closing 
market prices were, what the reductions were and whether 
the broker was in turn consulting his client? Who did this 
dealing? — My partner, Mr. Leroy Lewis. 

2205. Could he not tell us the details of the transac- 

tions? — He could. I can tell you this, that the price was 
referred to the client because 

2206. I think we would all rather have it first hand 
from Mr. Leroy Lewis. Now a -question on one other 
completely different subject. I do not understand very 

(The Witne. 



iy Mr. Megaw 

2194. Can you give the Tribunal the prices? Have I got 
it down right: you said the first transaction was £166,000 
of 3 per cent. Savings Bonds 1960-1970? — The price was 
76*. 

2195. Then the next was £300,000 of the same 3 per 
cent. Savings Bonds?— That was the same price, 76*. 

2196. And the last was £206,500 3 per cent. War Loan? 
—97*. 

2197. Did those three pieces of -business come in simul- 
taneously? Were they all in -one telephone conversation 
from the stockbrokers, or did they come in separately? — 
The Savings 1960-1970s was definitely all at one time. I 
cannot tell you whether the 3 per cent. War Loan was at 
the same time. It was virtually at the same time because 
I have got the time of the thing as the same, so I 
presume it was. 

2198. It was in one telephone conversation as far as 
you know? — Yes. 

Tribunal 

much about it, but you say that the underwriting of this 
Vickers issue was completed on Tuesday, 17th September? 
—Yes. 

2207. When was the issue going to take place? — I -think 
on the following week. 

2208. About a week ahead? — Yes. 

2209. Does an underwriter, or a sub-underwriter have to 
put down money at once, any deposit? — -No, no deposit. 

2210. So the underwriter, or the sub-underwriter, will 
not have to produce money until after -the issue has taken 
place and after he has seen how much the public have 
taken up the issue? — That is correct. 

2211. So there would be plenty of time to sell? — Yes. 

2212. In order to meet any liability which could fall on 
underwriters or sub-underwriters? — Yes. 

2213. Mr. Veale: I do not know about after hours 
dealings. Is it possible to generalise in any way as to what 
sort of dealings are conducted after -hours, or on the 
other hand, is it merely continuation of business in the 
House? — It is merely a continuation of the business in the 
House. But the volume of dealings after hours doep 
fluctuate quite considerably. If you have an active market 
during the day you will probably continue to be active 
after hours. It is merely a continuation. 

withdrew .) 



Mr. G. R. F. Morris (instructed by Messrs. Allen & 
Overy) : My Lord, may I seek leave to make a statement 
on behalf of Mr. Alexander Bowman, the Editor of the 
Evening Dispatch, Edinburgh, Mr. Hawley, a Sub-editor of 
the Evening Dispatch, and Scotsman Publications, Ltd., 
who are proprietors of the Evening Dispatch ? 

Chairman : Is Mr. Bowman here? 

Mr. Morris: He is here. 

Chairman : Let him come forward. 

(Mr. Bowman came to the witness stand!) 



Mr. Morris: In the course of the hearing before the 
Tribunal yesterday the learned Attorney-General drew 
your Lordship’s attention to a headline in an edition of 
the Evening Dispatch published on Monday, entitled : 
‘‘Tory Pressmen Were in the Know, Says Q.C.”, which 
was rightly described as monstrous. Your Lordship, after 
seeing the publication, then invited the Attorney-General 
to consider what steps should be taken. 

My Lord, with the full appreciation of the gravity of 
the matter, the Editor of the Evening Dispatch, Mr. 
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Bowman, has made a full investigation. It appears that 
the copy containing the observations of the Attorney- 
General to which the headline purported to relate was 
received in the office of the Evening Dispatch some time 
in the region of 1.25 p.m. on Monday, and was then 
handled by Mr. George Hawley, a senior sub-editor, who 
prepared it for inclusion in the City Final Edition which 
goes to press at 2 o’clock. The print time for the City 
Final Edition is 2.15, but no copy of the issue with the 
headline which had been written by Mr. Hawley was 
seen by the Editor until about 2.40 p.m. 

When the Editor saw the headline he realised it was 
inaccurate, and steps were taken to alter it in subsequent 
editions, but the alteration, unfortunately, could not be 
made in the edition that was then due to be printed. 

The Editor, the sub-editor, and the proprietors of the 
Evening Dispatch desire, through me, collectively to 
proffer the most abject apologies for the gross inaccuracy 
perpetrated. They desire to say that though the matter 
was dealt with in conditions involving great speed, the 
sub-editor was guilty of gross carelessness which resulted 
from the clumsy and wholly improper attempt to sum- 
marise in the headline the words "Press Department of 
the Conservative Central Office.” 

The second headline, on the back page, of which com- 
plaint was also made, in the same edition, where the 
report of the Tribunal was continued, entitled: “Tories 
Were in the Know ”, was a summary of the objectionable 
headline on the front page. 

A verbatim report of the complaint made by the 
Attorney-General yesterday was published in the Evening 



Dispatch, and Mr. Alexander Bowman travelled over- 
night from Edinburgh to London in order to present 
himself before the Tribunal at the earliest opportunity. 

I hope that your Lordship will accept the explanation 
that has been given, and regard the publication of the 
headline as due to carelessness, gross carelessness, resulting 
from the speed and pressure with which the copy was 
handled. My Lord, to what I have said, I add apologies 
also to my learned friend the Attorney-General, whose 
words were so grossly distorted by the headline. 

Chairman : Mr. Attorney, have you any comment to 
make? 

Attorney-General: No, my Lord, I think not. My 
learned friend let me see a copy of the statement, and I 
read it through. The only thing that did attract my notice 
was some reference to the Press Department of Central 
Office. I cannot recollect myself it ever having been said 
that the Press Department of the Central Office ever 
had any information .about the Bank rate before it was 
announced, so if it was meant to be a summary of that, 
that headline, too, was inaccurate. 

Chairman: Mr. Morris, I am obliged to you for this 
statement. All I would like 'to say is this, that happily 
the Press in this country can be trusted in general to make 
very fair and accurate reports of proceedings such as these, 
and perhaps for that reason it is all the more striking and 
all the more unfortunate when a case of this sort does 
arise. It is clearly a case of gross carelessness, but the 
Tribunal accept your apologies on behalf of the Editor 
and Sub-editor. 

Mr. Morris: I am grateful to your Lordship. 



(Mr. Bowman and Mr. Morris then withdrew.) 



Mr. Evan Peter MacColl, sworn 



Examined by Mr. Winn 



2214. Mr. MacColl, are your names Evan Peter 
MacColl? — That is correct. 

2215. And your address is Anlaby, West Clandon, 
Surrey? — Yes. 

2216. You are a partner in the firm of jobbers, Bruce & 
Hinton? — Yes. 

2217. Which deals, inter alia, with British Government 
Stocks? — That is correct. 

2218. Are you a dealer on behalf of the firm? Do 
you deal yourself? — I ‘do, yes. 

2219. One of your partners, I think Mr. Hinton, dealt 
during the day of the 18th September with certain long- 
dated stocks, but was not in the office after half past 
three i n t he afternoo n? — He did not deal a fter h ours. 

2220. Have you been good enouglTtb take the trouble 
before coming here today to acquaint yourself with the 
details of the dealings that your firm carried out that day? 
—I have. 

2221 . Can we put aside at once two exchanges of money 
from one stock to another, namely a sale of 114,000 
Electric — is that British Electric? — 1968/73 for broker 
A. A. Bendon & Co.? — 114,000 Electric 68/73 is correct, 
yes. 

2222. They were sold by the client to you, or sold by 
you? — was it a jobber’s purchase or a jobber’s sale? — 
We sold. 

2223. Did you buy from the same brokers 350,000 
War 3i at 65-11 /16ths?— We did, yes. 

2224. And in the same transaction was there a sale 
of 200,000 Transport 68/73 at 73?— There was. 

2225. Within comparatively narrow limits, do those 
purchases and sales match? — They do. It was a perfectly 
straightforward switch transaction. 

2226. I have only looked at them, because you will 
agree with me that they are fairly large sums of money? 
— Yes. 

2227. Was there another similar switch of money from 
one holding to another carried out with the brokers, Capel 
& Oo., the sale of 175,758 Savings 24 1967/70 at 77-3/8ths, 
and a purchase of 169,345 Savings 2\ at 801? — That is 
correct. 

2228. Now, turning to the other deals, was there a 
sale by your firm of jobbers to Mullens & Co., the 
Government Brokers, of 250,000, that is, a quarter of 
a million, of Conversion 4 per cent, at 99-35/64ths? — 
Yes, that is right. 

2229. Was that during the morning? — That was during 
the morning, yes. 

2230. Did you personally, rather later, buy a quarter 
of a million Conversion 4s from Joseph Sebag & Co.? 
—Yes. 



2231. And sell them to W. Greenwall & Co.?— That is 
correct. 

2232. Was that an ordinary dealing in the course of 
your business? — Perfectly ordinary. 

2233. Then in the afternoon, at about twenty minutes 
past three, on the 18th September, did you personally buy 
a quarter of a million Conversion 4s from the brokers 
Pember & Boyle? — I did. 

2234. Was that stock still on your books when you 
closed them in the evening of the 18th September? — Yes. 

2235. In the morning of the 19th September were you 
minded to clear your books of that quarter of a million 
of Conversion 4s? — Yes. 



2236. What did you find was the position in that 
respect?— On the morning of the 19th I wished to reduce 
the total holdings on our books, and we were already a 
bull of more stock than that quarter of a million which 
I had bought on the evening of the 18th. I decided that 
we wanted to reduce our total holdings, and so I took 
steps to get rid of what stock I could. 

2237. Was that again a perfectly ordinary normal re- 
sponse to the fact that your book was rather heavy that 
evening?— It was normal response to the fact that there 
was more stock on the book than I wanted, in view of 
my opinion of the state of the market. 

2238. I am much obliged to you. What was your 
opinion in the morning of the 19th when the House 
opened in the morning of the 19th? How did you think 
the market was going?— I thought it was going down. 

2239. Had you any particular reasons for thinking that? 
—No particular reason, no, except one’s ordinary sense 
as a jobber to have the feel of the market. 

2240. It is a kind of sensitivity to the market? — Yes 
and it was a very obvious one in this case. 

2241. Had you heard by the time that you decided to 
sell that 400,000 of stock in the morning of the 19th 
any rumour of special knowledge being about in the 
market? — None. 

2242. Can you recall now— I know that I am putting 
a difficult task before you — but can you manage now to 
recall at what time you first heard any story that there 
had been, to use the phrase, “ inspired selling ” the night 
before? — After the announcement of the change in the 
Bank rate. 

2243. Somewhere in the afternoon after 11.45 or 12 
noon. Did you then, or have you at any time since, learnt 
the name of any particular jobber who suffered by being 

„ 4 muc h stock that night? — It is my opinion that 
all jobbers in the market suffered. 

2244. In varying degrees?— In varying degrees. 

2245. First, dealing with yourselves, do you feel that 
you suffered as a result of anybody knowing more than 
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sold you the quarter of a million 4 per 

May I make one point clear, that I had no idea that it 
had any connection with anything to do with what was 
happening, anything to do with the Bank rate, but 1 
did have the impression when I bought that bargain 
that there was something going on which I did not know. 

2247. Was that in particular because Pember & Boyie 
indicated that they were prepared to do further business at 
that time?— That was one of the factors, yes. 

2248. Was there any other factor that you can help us 
with?— Only the point that at the moment of making that 
price I thought— and I was wrong— that I had lowered the 
price from what I had previously been making and widened 
it with the intention of not buying any more stock. 

2249. Can you remember how much you lowered me 
price that you had previously been making? Very slightly, 
because in a short-dated security the movements and quo- 
tations are naturally rather narrow. 

2250. But you were indicating by the price you quoted 
that you were not anxious to take more? — No, that is not 
correct. I think that I thought, and was wrong, that the 
price I quoted was a low one. And the fact that Messrs. 
Pember & Boyle dealt with me straight away indicated 
to me that my price obviously was not a low one, because 
otherwise they would probably have dealt elsewhere. 

2251. You cannot recall how much? Did you go down 
as much as a quarter?— No. 

2252 Or an eighth?— No, nothing like it. A question 
of possibly— well, I made them a price which I should 
think was at the most a thirty-second lower than the price 
I had been thinking about before. 

2253 And they took it readily? — And I quoted it only 
in a limited amount of stock which was 250,000. 

2254. And the bulk of your dealings that day was not 
abnormal for your firm?— Not at all. . 

n?55 Was there in your opinion more after closing time 
dealing that day than usual?— As far as we were con- 
cerned there were practically no dealings after hours at 
all because we did not deal. . 

2256 Had you decided not to? Were you declining 
to?— As far as the short market was concerned my 
opinion when I went up to the office was that I did not 
like the look of the market and I had decided, either 



2264. I only wondered whether you took any interest 

in the times when board meetings are held?— I must say 
I had not. , , c _ 

2265. Do you think it probable or not that your firm 
had an abnormal number of telephone calls in the even- 
ing of the 18th September?— I would say slightly more 
than usual, yes. 

2266. Not phenomenally unusual?— No. 

2267. When you left the office that evening, if you can 
cast your mind back, had you any apprehension of any 
serious change which might cost you money as jobbers 
holding gilt-edged?— When I left the City that evening, 
yes I had an apprehension that the market was, for some 
reason unbeknown to me, — but T definitely had the im- 
pression that something had happened about which I did 
not know and the market was flat. 

2268. You had a feeling of uneasiness? — I did. 

2269. Would you call that rather instinctive than intel- 

lectual? — It was based on no factors at all. It was instinc- 
tive, yes. , 

2270. Had you yourself any expectation then, that even- 
ing of the 18th, that Bank rate would be put up at all the 
next day? — None at all. 

2271. Was it a complete surprise to you, even when 
you first heard that it had been put up?— Well, the amount 
by which it was put up was a complete surprise. 

2272. During the early forenoon of the 19th did any- 
thing come to your notice which made you a little less 
surprised that there was a rise of some size?— On the 18th 
T should say there was practically no opinion, as far as 
I had heard, that there was any question of the Bank 
rate being moved, and developing from the morning of 
the 19th from the opening of the market, from 9.30 until 
the announcement of the Bank rate at 1 1 .45, there was 
undoubtedly an increasing expectation that the Bank rate 
was going to be altered. 

2273. Can you help us by saying to what causes that 
increasing anticipation would be attributed? 1 should say 
entirely to the press. 

2274. Particularly the Daily Telegraph and Financial 
Times'!— I say, entirely to the press, but I should say 



bv quoting very wide prices or literally saying that I probably mostly the press, yes, exactly. 
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was not prepared to deal, not to deal again that night 
unless I was able to sell stock. 

2257. You had already noticed the tone changing on 

the floor of the House?— Yes. . 

2258. Did you go back to the office at what — about 
3 o’clock? — About 3.40. 

2259. Three forty?— Well, the Stock Exchange shuts at 
3 30. 

’ 2260. So your Pember & Boyle transaction at 3.20 was 
conducted in the House? — Yes. , . ., 

2261 Is it a fact that if a tendency once shows itselt 
to sell ' during an afternoon then the market next day is 
likely to be less good? Is it progressive, in other words 
from the early afternoon through to the next morning?— 
If there are still potential sellers about the conclusion is 
that those sellers will be there the next morning and there- 
fore one assumes that the market will be easier. 

2262. In your experience is it usual for there to be 
more late dealings on a day, on a Wednesday, the day 
before a possible change of Bank rate than on other days? 
—Normally I should say No. There are naturally times 
when over a period people expect a change in the Bank 
rate which causes probably more interest in the market, 
but normally on a normal Wednesday I should say No. 

2263. We have been told by two witnesses, I think, that 
sometimes one has the effect of board meetings tending 



2275. I am very grateful indeed to you for the help 
that you have given us. Just one last matter. Supposing 
—it is pure hypothesis— you had known by 4.30 or there- 
abouts on the evening of the 18th that the Government 
measures other than raising of the Bank rate were to be 
announced the following day— do you follow me?— Yes. 

2276. The ceiling on bank advances, and so on— you 
know what I am talking about, — all those other measures, 
but had had no knowledge of the impending rise in Bank 
rate, would that have caused you to take a bull or bear 
view of gilt-edged and in short or long? — It is very diffi- 
cult to answer that. 

2277. If you really do not want to I can understand, 
but I am just wondering if you can help? — My personal 
opinion is that the other measures without the alteration 
in the Bank rate do not make sense. 

2278. They would have been a flop?— That is my purely 
personal opinion. 

2279. So that if you had known that you would perhaps 
have been inclined to think that the future of the gilt- 
edged market was a downward trend.— Eventually, yes. 

2280. Not perhaps in the short run but in the long 
run ?_I think it would have had an effect the next morn- 
ing as well. I mean, I .think it would have had a short 
effect. 



By The 

2281. Chairman: As I understand you, you said that 
the other Government measures apart from the Bank rate 
did not make sense?— I meant to imply that if they had 
been put into effect without an alteration in the Bank rate 
I think they would have had little effect, but that is purely 
a personal opinion on which I am not by any means trying 
to uphold myself as infallible. That is merely what I feel. 

2282. There might be a number of people who, if they 
knew of the Government measures, would say to them- 
selves, “ Well, these will not work without a rise in Bank 



Tribunal 

rate, and probably there will be a rise”? — I should say 
it is quite possible. 

2283. Have you got .the record of your dealings on the 
18th? — Yes, I have. 

2284. I see you bought some conversion 4£ from 
Mullens & Co. 200,000, and 50,000 Exchequer 3 per cent, 
from Messel & Co.? — Yes. 

2285. Do you happen to know whether there was any- 
thing peculiar about those dealings that you lowered the 
price? — No, nothing at all, absolutely nothing at all. 
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2286. You do not know what part of the day, what 
time of the day, those dealings took place — in the morn- 
ing or the afternoon?— The 50,000 Exchequer 3s with 
Messel, I should say was done between the hours of half 
past 11 and half past 1. I am not quite sure when, but 
I seem to remember it was done in the morning. 

2287. And the conversion 4£ per cent.— That one I am 
a little vague about, but I rather think that was the 
morning too. 

2288. Then there was the 250,000 conversion 4-£ per 
cent, that you bought from Joseph Sebag. — Conversion 4s, 
I think. 

• 2289. Do you know when that deal took place?— 
Approximately 12.30. 

2290. Was there any peculiarity as regards price in 
regard to that?— None at all. 

2291. Then the last deal you did, if I understand you 
right, was about 3.20, a purchase from Pember & Boyle? 
— That is correct. 

2292. Conversion 4 per cent. — Yes. 



By The 

2293. Chairman: Could you give us the price? — The 
price was 99-15/32nds. 

2294. It was Pember & Boyle? — Yes. 

2295. Had you any idea at the time who they were 
acting for? — None at all. I never would as a jobber. 

2296. Do you know now who they were acting for? — 
I know now. 

2297. Could you tell me? — The stock came out of the 
name of the Swiss Bank. 

2298. You understood from Pember & Boyle that they 
had some Conversions 4s to sell? — That is correct. 

2299. And you thought you had enough and refused to 
deal any further? — Correct. 

2300. Apart from the size of that deal, and their saying 
that there was more to sell, was there anything abnormal 
about that transaction? — I do not think the size of the 
deal was abnormal. The only thing that struck me as 
abnormal was. as I have already mentioned, the fact that 
they dealt with me at all, because I had an impression 
that if they had more to sell, that stock had obviously been 
refused elsewhere. 

2301. You did the actual dealing yourself? — I did. 

2302. When you had mentioned this price, did Pember 
& Boyle consult their buyer or anybody? I suppose you 
can tell? — I cannot tell whether they consulted their client. 
All I know is that I quoted a price in a given amount of 
stock. 1 said I would make the price in a quarter of a 
million, and to the best of my memory, they said : “ Would 
you leave it with me for a minute? ” and left the floor 
of the House. 

2303. That, I suppose, conveys to you that they were 
going to consult their client? — Not necessarily their client, 

I know nothing about that, but that they were going to 
refer the price either to one of their partners — it is nothing 
to do with me, I do not know. That price was left with 
them giving .them the option to deal for a short time, 
which is a perfectly normal procedure, and they came back 
within a very short space of time and dealt. 

2304. When you got back to the office and refused to 
deal further that evening, what brokers did ring you up ; 
can you remember?— When I say I refused to deal, I am 
not actually aware that 1 ever got into the position of 
making a price on which anybody wanted to deal, but I 
had several telephone calls asking me prices and I thought 
that I made it abundently clear that I did not want to 
deal further. 

2305. J want to find out, if you can remember, who it 
was who was ringing you up asking if you would deal 
oir give prices? — I would be guessing. I would not like 
to say. Jit .is rather a long time ago. 

2306. Let me go tin stages. Did Pember & Boyle come 
‘back to it again? — To the best of my memory, no. Jn 
fact, I am almost sure they did not ring me again that 
evening. 

2307. Grover & Richardson? — No. 

2308. Panmure Gordon & Co.? — I do not think so, no. 

2309. You cannot help us? — J ithink they were mostly 
enquiries from people wh-o merely wanted to find out what 
prices were. 

2310. Brokers or Other jobbers? — Brokers. 

2311. Mr. Milner Holland: You lowered the price of 
these quarter of a million Conversion 4s. by about 
l/32nd; that is right, is if not? — I see you dealt in the 
middle of the day in Conversion 4s. at 99-33/64ths? — 
Yes. 
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Chairman: Mr. Winn, can you help me about this? 
I cannot trace that dealing in any of my documents. 

Mr. Winn : I am subject to this difficulty at the moment, 
that the one working document that I have been relying 
upon is being further used for further investigation. 

Chairman: The one I am working on is numbered 
document 20. 

Mr. Winn : That is the one T wanted to have. 

Chairman: Document 20 has not got this deal on it 
at all. 

Mr. Winn: As your Lordship says, there is Treasury 
2-J-s Pember & Boyle, and savings 2-1- Pember & Boyle, the 
third item. I think we must look into this further. 

Chairman : We do not seem to have the record of this 
transaction. 

Witness: Any assistance I can give, I shall be glad to. 
When we made our statement the Treasury Solicitor had 
a record of it submitted by both my firm and by Messrs. 
Pember & Boyle. 

Chairman: It may he that it has not yet been copied. 
Tribunal 

2312. And with Pember & Boyle’s deal, which is towards 
the close of .business, you lowered your price to 
99-15/32nds and the stock was the same? — Yes. 

2313. I am fairly innocent about this. That was quite 
a wide lowering in a very -short dated stock? — As far as 
I was concerned dl was, and it is quite possible that 
beltween that time I had -been -unaware 'that a fall had 
already (taken place in the market. 

2314. All I want to get from you, as an expert, is this: 
a 32nd is a big drop in Conversion 4s. which arc a 
very short dialed stock? — They are, yes. Not a big drop, 
no. 

2315. I thought I understood you to say that one o( 
the things that a little surprised you about mhis deal with 
Penibor & Boyles was, that although you had lowered 
your price, I thought you said considerably, but perhaps 
not, they closed the bargain with you? — That is correct. 
That is based on the fact, that o-n u market which was 
already obviously weak, it was still attracting sellers. 

2316. I dare say we shall hear, but tell me this, beoause 
I -want to know mow : how much 'movement was there in 
the Conversion 4s. after the Bank rate was changed on 
the 17th September? — T am afraid I would not be pre- 
pared to answer that. I am afraid 1 have not got the 
requisite document. 

2317. Can you give me any idea, from your experience, 
what sort of movement 'there would be in Conversion 4s. 
on itihe Bank rate rising? — I am afraid the one page 1 
want I have not got unfortunately. 

2318. You may be wanting to be much more accurate 
•than I require. X want to know what sort of figure would 
be the movement in Conversion 4s. when the Bank rale 
went up from 5 per cent, ito 7 per cant?—! am afraid 
without my document J shall have to make a guess. 

2319. A point or half a point? — I believe it was about 
a point. The question could easily be answered. 

2320. I do not want to trouble you. Would you call 
Savings 3 per cent. 1960/70 a short dated stock?— No. 

2321. A movement in that would not be in orders like 
32nds, not a large movement of that kind?— Not at all. 

2322. Mr. Veale: When you are dealing after hours, do 
you always quote a .lower -price, do you always drop the 
price?— Not necessarily a lower price, no ; a wider price 
possibly. 

2323. If someone is -selling, would they expeot .to get 
a lower price for what they are selling after hours?— I 
think they would expedt to get a slightly wider quotation 
than they would 'be able to get on the floor of the house 
d-uning dealing time. 

2324. If they wanted to sell, -that would mean, would 
it not, 'that they would not get so mud! money paid to 
jhem?— If they get a wider price, that is oorrect, yes, or 
it they were buying they would have to pay a slightly 
higher price. -I should say that after-hours quotations are 
liable to be slightly wiider .than 'they are on the floor of 
the house, owing to the technical difficulty of dealing 
outside the market. 

2325. Mr. Winn: -We had suspected this before. I think 
that the transaction is almost certainly the one attributed 
to Francis & Pnaed .in the original list of clients’ sales, 
which was document No. 7. We have suspected that entry 
-before. It has not yet been possible to fix it with cer- 
tainty. There aire there credited to the Swiss Bank Cor- 
poration, two sales of a quarter of a million Conversion 4s. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



4th December 1957 



68 Mr. Evan Peter MacColl 

at the same price 99-15/32nds. I see Mr. MacColl is 2326. And Francis & Praed bought a quarter of a 
■nodding. He may be able to help me? — I think you are million? — Yes. 

absolutely right, because I do happen to know now that Mr. Winn : We had suspeoted that before, but I am 
I bought a quarter of a million. most grateful ; that seems .to be the answer. 

{The Witness withdrew.) 



Mr. Michael James Knox-Wilson, sworn 
Examined toy The 



2327. Is your full name Michael James Knox-Wilson? — 
It is. 

2328. Do you live at Cooden, Sussex? — Yes, I do. 

2329. Are you a partner in a firm of jobbers known as 
Campion & Pawle? — I am. 

2330. Do you deal in British Government stocks? — 
I do. 

2331. One of the features of your firm’s dealings on 
the 18th September was, I think, a transaction effected 
in the morning of two different exchanges in the common 
stock ; is 'that right? — That is correct. 

2332. One stock was sold and another bought in its 
place ; was that the position? — That is quite correct. 

2333. It is what you call a switching operation, is it 
not? — It is part of a switching operation. 

2334. That was early in the morning of the 18th. When 
was the last transaction of your firm on the 18-th. Septem- 
ber? — The last transaction of our firm was, as far as I 
can recall, a bargain I dealt in at approximately 4.15 
that afternoon. 

2335. What was that last transaction? — The last trans- 
action was a bargain in £10,000 Savings at 1965/75. 

2336. Did you say a moment ago at approximately 
4.15? Had you not said before that that took place at 
approximately 3 o’clock? — Well, I think the time was a 
little later than I originally stated in my statement to you. 

2337. There is quite a difference, is there not, between 
3 o’clock and 4.15 ; one is before closing time and the 
other is after hours? — I think the difference arises in this 
way, that the original statement involved a- bargain in 
£20,000 Conversion 3£. In point of fact, that was not 
the last bargain done. We rechecked our position later 
and that is how that occurred. 

2338. Did you do any other dealings after-hours that 
day? — Not to the best of my knowledge ; certainly in no 
amounts of any consequence. 

2339. Was the market firm up to about 3 o’clock? — 
In my own opinion, it was very firm. 

2340. Did you speak to a broker about prices, or did 
he speak to you about prices at about a quarter past four? 
—Yes. I had several brokers on the phone to check 
prices, which is quite a common occurrence, and at about 
that time I was informed that the price I was making 
was rather high by contrast with other prices he had 
found, when checking this particular stock in other places 
in the market — with other jobbers that is. 



Attorney-General 

2341. So what did you do? — I sensed that the market 
was appreciably easier by the different prices he told me 
that he had found, and I therefore gave insitruations to my 
staff that we would shut-up dealing for the evening, as far 
as it was possible, and keep our quotations to nominal 
ones ; in other words we were not prepared to continue 
dealing except in very very small amounts. 

2342. Does your firm normally do much business after- 
hours? — No. We do only a small amount of business 
after-hours. 

2343. Why is that? — I think the best way of putting it 
is, that it is very much more difficult to keep a close 
touch with the market, and to observe the general trading 
that is going on purely by telephone. You are rather 
isolated when you are in an office ; you are, to a certain 
extent, reliant on information received from people who 
ring you up. - Any large scale movement may take some 
time to get to you. 

2344. Have you got figures of your total dealings that 
day in gilt-edged, by any chance? — I have a record of 
the individual transactions over £5,000. I could tot them 
up. 

2345. I do not know whether you can tell me this. You 
had a very substantial quantities of purchases that day, 
had you not — over £112 million, I think it was? — On 
the record I have here of purchases on that day, they 
constitute about 90 per cent, of our dealings. 

2346. What percentage? — 90 per cent, looking onwards. 
That is the number of bargains done. Certainly, all our 
dealings that day were purchases. 

2347. You sold very little? — We did not sell a great 
deal of stock. 

The Attorney-General-. I think I gave the wrong figure. 
The total was something someone else worked out. It 
struck me as astronomical. It must be wrong. 

Chairman-. Nothing strikes me as astronomical after 
this. 

The Attorney-General-. I think it must be in this case, 
because it was greater than the volume of sales that day 
by a substantial amount. 

Witness: I can easily have it produced for you if you 
want it? 

The Attorney-General : I do not (think my learned friend, 
Mr. Winn’s mathematics were at fault, and I did not do 
the sum. 



C The Witness withdrew .) 



Mr. Richard Arthur Shuttleworth Holden, sworn 
Examined by The Attorney-General 



2348. Is your name Richard Arthur Shuttleworth 
Holden?— Yes. 

2349. Are you acting senior partner in the firm of 
Francis & Praed of Kent House? — Yes. 

2350. And are they jobbers? — Yes. 

2351. Dealing, among other things, in Government 
securities? — That is correct. 

2352. Does your firm normally have a large turnover 
of British Government securities? — Yes. 

2353. How would you describe the amount and nature 
of the bargains done by your firm on the 18th September, 
19577—1 would have said, by the business that I remember 
was happening in the market, we were having an average 
turnover for our firm. 

2354. Was a number of those bargains made at or after 
half past three? — Yes. 

2355. I will come on to the details about that in a 
moment, but was the volume of those bargains surprising 
or not? — In themselves, no. 

2356. Were they sales to you, or were they people wish- 
ing to buy from you? — They are sales to us only. 

2357. Were there any people wishing to buy? — No. 

2358. As you had these people wishing to sell to you 
and no one wishing to buy, did you get an impression 
about that that evening? — We had the impression that 
somebody knew something more than we did. 



2359. What did you do relying on that impression or 
hunch? — We closed our books early. 

2360. At what time did you close your books? — At 
about a quarter or twenty past four. 

2361. I wanit you, if you would be good enough, to say 
what were the principal purchases undertaken by your 
firm at half past three or afterwtards, on the evening of 
the 18th September? — We bought a quarter of a million 
Conversion 4s from Pember and Boyle. 

2362. At what time? — At half past three or just after. 
I think I am right in saying it was actually in the House, 
but after the rattle had gone, after the House had officially 
closed. And a quarter of a million Electricity 4|s. 

2363. From what brokers did you buy those? — They 
were both from Pember & Boyles. 

2364. Did you by any chance know on whose account 
the Conversion 4s were being sold? — No, not then. 

2365. Did you discover later? — I only know the name 
out of which the stock came. 

2366. What was it? — It came out of the Swiss Bank 
Corporation. 

2367. Did you discover for whom Pember & Boyle were 
selling the quarter of a million Electricity 4* per cent.?— 

Assurance 1 ° ame ° Ut ° f 1116 name ° f the Royal Exchan S e 

2368. Did you make any deal at 4 o’clock that after- 
noon/— At 4 o clock that afternoon we bought 50,000 
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Conversion per cent. 69s from Sheppards & Co. and 
that came out in the name of the National Cily Office 
nominees ; and a further one at about a quarter past four, 
£167,000 .Savings 1955/65 from Panmure Gordon, which 
came out of the name of Jardinc Matheson. 

2369. With regard to those prices, did the ones at four 
o’clock differ from the prices ranging at the closing of 
the House ; did you drop your price? — I cannot answer 
that one. I cannot remember. My impression definitely 
is, that the price we gave for those stocks was, in each 
case, lower than the close of business. 

2370. Did you effect those transactions yourself? — I was 
concerned with all of them. 

2371. Was there any bargaining, or were the prices that 
you made, immediately accepted? — In the case of the first 
two, we were asked a price by a partner dealing for 
Pember & Boyle and we made him a price, and he asked 
us if we were prepared to make that a quarter of a million. 
There was no further bargaining than that. We stuck to 
our prices. 

2372. And in the case of the Savings?— In the case of 
the Savings, we quoted a price earlier than 4.15 and he 
came back at about 4.15 in £167,000 Savings 1955/65, and 
that was the first time we knew it was a sum of anything 
like that amount. I should add that he also wanted to 
deal in another stock, at the same time, of approximately 
the same amount and we compromised in the end by 
dealing in the one stock only, and I think I am right in 
saying we reduced our bid price by 1 /8th. 

2373. Was there any bargaining about that price? — We 
reduced our bid price lay 1 /8th. 

2374. We heard on one occasion of one of the jobbers 
saying it was obvious that the client was spoken to by a 
stockbroker before the deal was clinched. Did anything 
like that happen on this occasion, so far as you are 
aware? — Yes. After widening price — in actual fact we 



knew he was a seller for this— after reducing our price 
1 /8th he went back, presumably to his client, to ask his 
client if he would accept it. 

2375. Do you know what the other stock was, that he 
was wanting to sell you?— No, I am not sure. I think 
I must retract that. 1 think I have made a mistake. I 
am muddling up the second part of that with somebody 
else, to do with another stock. 

2376. Had you on that Wednesday evening, any reason 
to suppose that any one of those transactions was effected 
on account of knowledge that the Bank rate was going 
to be put up? — None whatsoever. 

2377. Had you yourself had any rumour of that kind? 
— No. 

2378. Or any information of that kind?— No. 

2379. Did you at that lime think that there was any- 
thing odd about (hose dealings in that stock?— We were 
surprised that we were seeing— I will not say an abnormal 
amount of selling, but— a certain amount of largish sell- 
ing, and we could find no buyers at all either in the 
market or anywhere else, and for that reason we came 
to the opinion that there was something that might be 
known that we did not know, but we could not be certain 
of that. 

2380. I think you first learnt that a Government state- 
ment was going to be made some time the next morning? 
—Yes. 

2381. From some journalist or other? — As a result of 
sending a clerk to telephone to ask Mr. Marvin of the 
Economist if he knew anything, we had a reply back — 
which I believe was between half past ten and eleven — 
to say that a statement was to be issued at mid-day— we 
took it to be a statement from the Exchequer — and we 
were also told that they believed it was something to do 
with the credit squeeze. 



By The 

2382. Chairman : I want to get the position in regard 
to the £167,000 Savings. You were asked to quote by 
Panmure Gordon & Co. some lime after-hours? — Yes. 

2383. The amount not being mentioned? — I do not 
think the amount was mentioned. 

2384. You gave a price, and the price at which you 
were prepared to buy was less than the closing price; 
you had made some reduction in price? — Yes. 

2385. You do not remember how much below the 
closing price you quoted in the first instance? — I do not 
know, and I do not know what the closing prices are 
either. 

2386. They come back to you and mention a figure of 
£167,000?— Yes. 

2387. And you say you will not deal in that amount 
without a further reduction? — Yes. 

2388. You reduce it by an eighth, and they ask you to 
keep it open and .they come back later and confirm? — In 
a matter of half a minute or so. 

2389. Did that convey to you that they were taking 
■the opportunity of consulting somebody? — Yes. 

2390. Presumably the clients? — Presumably the clients. 

2391. In regard to the deals with Pember & Boyle, you 
say there was -no consultation with the client. There was 
an immediate clinching of the deal on your quoting a 
price? — Yes. 

2392. And, as you say, you felt at once, and have con- 
tinued to feel, that the clients behind those deals knew 
something which you did not know? — Well, we con- 
sidered that as a possibility at the time. 

2393. Are you still of that opinion? — Yes. 

2394. And may I take it that Mr. Jarrett — who I think 
is your senior partner? — Yes. 

2395. And Mr. Baron — who is also a partner? — Yes. 

2396. Are firmly of the same view? — Firmly of the 
same view. 

2397. You have no doubt discussed it? — I have not 
discussed it with Mr. Jarrett, who is abroad, but I am sure 
he is of the same view. 

2398. You have, in between the time of those deals 
and now, talked amongst yourselves about it? — I suppose 
so, yes. I cannot recall any particular instance. 

2399. May I take it that Mr. Baron has fairly strong 
views on it? — I am sure he has. 

2400. And Mr. Jarrett also? — Yes. 

2401. Mr. Milner Holland : There were four deals, were 
there not, the two quarter of a million deals in Conversion 
4s and Electricity 4-£s, and the £167,000 Savings deal and 
another one, not so large, £50,000 Conversion 3£s. What 



Tribunal 

about that? Did you feel anything special about that 
bargain? — No. 

2402. You mean that that went through, so far as you 
could see, in a perfectly normal manner? — Yes. 

2403. Do you mean there was bargaining? — No, there 
would not be bargaining in £50,000 Conversion 59’s. It 
was a straight price. 

2404. You would not yourself suggest anything peculiar 
about that deal? — No. 

2405. I understand your reasons for feeling anxious 
about the other three deals. Was there this other factor — 

I understand you to say so— that there were no buyers? — 
No buyers. 

2406. All sellers? — All sellers. 

2407. Does that not happen often? — Not to the extent 
that it happened that day, the market ringing us up as 
well trying to get rid of stock on us. 

2408. Nobody at all, so far as you could see, wanted 
to buy? — We did not have a buyer at all. 

2409. So that if there was something in the wind, the 
conclusion one would draw from that is that pretty well 
everyone was in the know?— Either that, or the market 
had been seeing the sellers as well ; that is the conclusion 
I drew, that the market was seeing sellers as well as 
ourselves. 

2410. I do not follow that. Help me. — Normally if 
you want to sell stock to lighten your book, you can go 
into the market and if you put your price a little below 
the market price you can nearly always dispose of stock. 
On this occasion it was not possible. We did not try to 
sell stock. We had too many people trying to sell us 
stock below the market price from the market. 

2411. What I am trying to get at is this. One possibility 
is that a few people were in the know. We do not know. 
Another possibility is that everybody or a large number 
of people were, or thought they were, in the know. I am 
trying to follow your conclusion from your experience. 
Was your conclusion that the particular people who dealt 
with you, not necessarily the brokers but the clients, were 
in the know, or was your conclusion that there were a lot 
of people who were in the know? — Our conclusion was 
that people who dealt with us, or clients through them, 
knew something more than we did, and that not only had 
we been tried to unload stock onto but other people as 
well. 

2412. These clients? — Probably through these clients. 

2413. These particular clients. Is this your point, that 
the fact that no one else made the mistake of trying to 
buy is due to the fact that the activities of people who 
were dealing with you became known generally, do you 
think? — I could not say. I do not know. 
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Cross-examined by Mr. Megaw 

2414 With regard to the transaction for the sale of an investigation arising out of ! what witness Jias been 
.67 000 3 per cent. Savings Bonds, if I understood it, you cosine once has been ascertained, and I 



£167,000 3 per cent. Savings 
have told the Tribunal that, first of all, the price that you 
quoted was below the closing price, and then, when you 
heard the amount on offer, you dropped it by about a 
further one-eighth? — Yes. 

2415. Have you taken the trouble to see what was the 
price at which the deal was concluded? — The price of the 
deal was 87$. . , . 

2416 Have you taken the trouble to see the closing 
price for that stock on that day?— I told my Lord I did 
not know the closing price. 

Mr. Megaw: This will be a matter the Tribunal will 
wish to look into. I have been told that, as a result of 



saying, the closing price has been ascertained, i 
told that it was 87$. 

2417. If that is right, the evidence you have given is 
incorrect, because the total difference between those two 
is 4-th? — It depends, if I may say so, on whose list you 
are relying for the closing price. I do not know what 
mine was. You may be correct. 

2418. If that is the correct closing price, $th is the 
difference between the two? — I am sorry. 

2419. As a matter of mathematics? — Yes, that is, 
lower than what you are calling the closing price. 



1-th 



Re-examined by Mr. Winn 



2420. I understand you to say that you have your own 
listed note of what your closing price was?— I have not 
got it with me but I have got it. 

2421. You could let us have it tomorrow?— Yes. 



2422. Would you send it along? — Yes. 

2423. Chairman: I think we should have your dosing 
price if a point is being made on it. Would you make 
a point of getting it by tomorrow?— Yes. 



{The Witness withdrew .) 

Mr. David Henry Leroy Lewis, sworn 



Examined by 

2424 You are David Henry Leroy Lewis? — Yes. 

2425. Of Little Wellpit, Ewhurst, Surrey?— Yes. 

2426. You are one of the senior partners in the firm 
of Ackroyd & Smithers, jobbers?— 1 am. 

2427. I hope you will be able to help us a little. We 

had one of your partners this morning, who told us that 
lie did not carry out the transactions in which we are 
interested. I want to see if you dealt in them yourself. 
Mr. Merriman was away on holiday on the 18th Septem- 
ber ; is that right? — Yes. . , , 

2428. So you were on that day m charge on benali 
of the firm of dealings in British Government Securities? 

— That is so. , .. 

0429 In the morning of that day, how did the market 
seem to you to be?— The market appeared to me to be 
in a very buoyant condition. 

2430 Was that up to midday when you went out for 
your luncheon?— Up to between one and two o’clock. 

2431 When you came back to the House, did you find 
there had been any change?— I felt that the sentiment 
within the market had changed and it was no longer in 
the buoyant condition that it was during the morning. 

2432. Is that an unusual thing to happen in the House ? 
—It happens very frequently. 

2433. For many different reasons? — For many different 

reasons. . , , ... 

2434 At that time, on your return from luncheon, did 
the situation or the tone of the market seem to you to be 
at all seriously abnormal? — No. 

9435 But did you take this action on returning to the 
office, that you lowered your prices somewhat?— When I 
returned to the “ pitch ” in the Stock Exchange I did 
lower my prices, and that was largely due to the fact 
that I considered I had enough stock on my book, having 
regard to the market conditions as I found them. 

2436. It was at the pitch in the House? — Yes. 

2437. You were in charge of the long-dated securities? 
— They were under my active control. 

2438 And you had another partner looking after the 

“shorts”, but you gave him instructions to the same 
effect? — Yes. . , 

2439 Do you recollect certain transactions witn brokers 
called Panmure Gordon & Co. that afternoon?— I do. 

2440 Was there one purchase by your firm from 

Panmure Gordon & Co., of £466,000 nominal of Savings 
^ per cent. 1960/70?— There was. . . 

2441. Would you confirm this and say if it is accurate: 

was it at 76$?— That is correct. . 

2442. How did that price compare with the price at 

which you had closed your dealings on the floor of the 
house itself?— The price, to the best of my knowledge 
and recollection, on the floor of the House when I did 
my closing list at half-past three, was 77$. I think 
although I quoted them at 77$ I was at that time making 
77 to™ a quarter in a normal amount. „ . 

2443. Is it usual to quote a price for the normal 
market”, as I think you call it, that is to say, stock of a 
nominal value of £50,000 to £100,000?— It varies, but m 
general I would say that for me that is a normal procedure 

2444. You would quote a “ normal price for deals of 
that order of magnitude? — Yes. 



Mr. Winn 

2445. I do not know whether it is universal or personal, 

buit is it your practice to quote a different price if you arc 
considering deals of £500,000?— That is a very difficult 
question to give a clear answer to. It depends upon the 
circumstances. . 

2446. Do you sometimes?— One sometimes does, yes. 

2447. Would you say that others sometimes equally 
make a differentiation of that kind? — I am sure they do. 

2448. That is merely because, obviously, it is quite a 
commitment if you are going to deal in that magnitude? 
— Yes, but sometimes it suits. 

2449. Sometimes, on the other hand, you may have to 
carry it?— Exactly. 

2450. And that means capital tied up?— Yes. 

2451. In this case it was about a quarter to four, was 

it when you quoted that price to Messrs. Panmure, 
Gordon & Co. of 76$?— Yes, I think I started talking to 
them at about a quarter to four. t 

2452. Did you quote them 76$ straight off? In fact, 
you would to quote a buying and selling price? — Yes. 

2453. Can you recall now what the range was? — I 
think that I quoted them 76 to a quarter in the 1960/70 
in the normal market, and $th. to i 3 6 ths. in the War 3s., 
of which he asked the price at the same time. 

2454. And the deal was done in £466,000 Savings 3s. 
at 76$?— Yes. That was because, either then or in a 
later conversation — I am afraid I do not remember ex- 
actly which— he asked me what the price would be in 
£500,000, and I made him 76$ to 77$. 

2455. Regarding this £466,000 as equivalent to £500,000? 
— It is as near as. 

2456. Was there a deal, also with the same brokers, 
in 3 per cent. War Loan, to the tune of £206,500? — There 

Wi 2457. War Loan 1955/59 3 per cent. Was that done 
in the same telephone conversation? — I am sorry, but 
what price did you say that was at?— It is 97$. 

2458. What did you say it was? — We bought £206,500 
of War 3s. at 97$. 

2459. It may have been the microphone, or it may be 
that I read the wrong line, but I have checked with you 
that it was at 97$. Was that in the same telephone con- 
versation? — Yes, it was. 

2460. Was there a pause for reference to anybody else, 
that you detected? — I quoted him those prices and left 
them with him for a period. He then came back and 
dealt. 

2461. A matter of what, a minute or so? — No, longer, 
but I am afraid I would only be guessing if I gave you 
any time. It was certainly longer than a minute. 

2462. Can you help us of your own knowledge: was 
there anything else peculiar about the events of that 
afternoon which now remains in your memory? — I am 
afraid I have taken the view that there was nothing 
peculiar about the events of that afternoon. It was purely 
a change in market conditions, a change in market senti- 
ment, which cause more sellers than buyers. 

2463. You have had similar experience?— I have often 
had similar experiences. 
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2464. When (if you remember it now) did you first nesday afternoon might very well have been due, perhaps, 

hear any rumour or allegation that these deals and similar to the fact that the underwriting of the Vickers’ Loan 



deals were due to superior knowledge? — I think certainly 
one or two days after the Bank rate, if then. I do not 
know that it would be true to say that I ever knew that 
they had been due to superior knowledge. 

2465. By superior I merely mean prior. — Prior know- 
ledge of some impending event, you mean? 

2466. Yes. — I do not know, in fact, that I ever knew 
that. 

2467. I only asked you when you heard it suggested 
that that was the explanation. You cannot recall any 
particular time? — No. 

2468. Now, of course, all this has been discussed and 
it is now being investigated. Today what is your own 
opinion: were those two transactions with Messrs. 
Panmure, Gordon & Co., peculiar, looking back on it 
with hind-sight? — In my own position as a jobber in the 
market I am entirely incapable of giving any view that 
these were abnormal transactions. My experience is that 
from time to time we do deal in large amounts in our 
office after-hours. Those amounts may be due to certain 
reasons and considerations that have affected the clients 
concerned, and in fact the change of sentiment on Wed- 



Stock had taken place the previous day, and that certain 
institutions were making room for their commitments in 
that respect. 

2469. Perhaps you would just help us on that: when 
such an underwriting commitment is undertaken do the 
underwriters actually pay a deposit at the time of under- 
writing, do they send cheques with their underwriting 
letters? I am only thinking that the shareholder who 
applies sends his cheque with the application. Is that so 
with underwriters? — I do not think it is. I am prepared 
to be corrected on that. On the other hand, .it is a com- 
mitment that is known: you are underwriting a certain 
thing and you might have to take it up ; it is only prudent 
to take that into account. 

2470. One last question and please do not think it is 
anything but a desire to have really the best assistance 
you can give me. Sometimes one can feel, even in a 
telephone conversation, if you are astute and experienced, 
whether the man at the other end is very anxious to do 
the deal. Do you follow what I mean? — Yes. 

2471. Particularly keen to get you to take his stock. 
Did you have that impression this time? — No, 1 did not. 



By The Tribunal 



2472. Chairman : When you left the floor of the House 
I understood you to say that you had enough on your 
book and you were already lowering the price. — Not 
when I left the floor of the House. I went out to lunch 
and when I came back I sensed the sentiment of the 
market had changed, that the market was no longer in 
the buying condition it was. I had sufficient stock on 
my book, in my view, that is, that I possessed overall ; I 
was a bull on the stock market, as we call it. 

2473. You did not want to buy any more? — I did not 
want to buy any more. 

2474. And the position remained that up till 3.30?— 
That is so. 

2475. So that when somebody asked for a quotation at 
3.45, that being the position you would make a price 
which was unfavourable to somebody wanting to sell? — 
That is perfectly true, at the close of the House. 

2476. However it compared with the actual closing 

price, the price you were offering was one which was 
meant to be unattractive? — It was meant to be unattrac- 
tive, yes. , , , , , 

2477. And yet, after a pause, these brokers come back 
and accept?— Yes, that is so. 

2478. Did not that strike you as odd?— No. 

2479. Why? — Because at that time of the evening it 
is very difficult to try and get prices from more than 
one person for a lump of stock like that. If I had felt 
that that business had been offered to another firm of 
jobbers in the market I would have refused to have 
made a price after hours ; that is a normal thing. There- 
fore, having opened the question on my price I felt that 
it was quite reasonable for him .to deal if he wanted to 

2480. But, you see, other things being equal, apart from 
any special considerations, I suppose a seller of stock is 
more likely to get a fair price on the floor of the House 
than in an after-hours dealing?— Yes, that would be true ; 
either way it is. 

048 I Therefore, apart from some special consideration, 
a person selling after hours is somebody who either has 
to sell that night or is desperately keen to sell that night/ 



2482. In the light of that and the quotations you made, 

did not these deals strike you as odd? — I am afraid they 
did not. . „ , , 

2483. Then I do not follow what was inferred by the 
underwriting of the Vickers stock. The Vickers issue was 
for the 24th September?— Yes, but the underwriting was 
done before that. 

2484. Assuming, as we have been told, that you pay 
nothing when you enter into your underwriting commit- 
ment, you will only have to produce money if and when 
the response from the public is insufficient to take up 
the whole issue?— You will only have to produce that 
money then, yes. 

2485. Gilt-edged securities are cash deals? — Yes. 

2486. There would be no urgency on the 18th 
September for anybody to sell to meet the possibility 
of a commitment .in regard to the Vickers underwriting?-- 
There would be no urgency, but it might in certain cases 
where the portfolio was very full. 

2487. You would not expect an _ after-hours dealing for 
that purpose? — I did not make it in relation to the after- 
time dealing. ' I think I merely said .it with relation to the 
change of market sentiment in the afternoon. 

2488. And you really think that although the Vickers 
issue was a week ahead that people might be selling to 
meet future commitments? — That was the view I took at 
the time. 

2489. Mr. Milner Holland : Is it common or uncommon 
on a deal of this sort for the brokers to ask to leave 
the price with you for a period and consult their client? — 
Perfectly normal. 

2490. You think it is probable in this case that the 
reason why they asked to leave the price with you for 
a time was so that they could consult their client? — 1 
think it probable. 

2491. Is a drop of half a point on the closing price 
abnormal in regard to 3 per cent. Savings Bonds? — 
Having regard to the market conditions at the time, I 
think no. 

2492. Not abnormal? — No. 

2493. Because the market was weak at the close? — Yes. 



{The Witness withdrew .) 



Mr. Wilfred George Baron, sworn 



Examined by Mr. Winn 



2494. Wilfred George Baron, is your address Fir Trees, 

The Drive, Banstead, Surrey?— Yes. . . _ . 

2495. You are a partner in the firm of Francis & Praed, 
well-known jobbers on the Stock Exchange. Did you 
yourself, so far as you remember now, carry out any 
dealings on the afternoon of the Ibth September. I was 
in the 8 office with my partners. You are talking of after 

b “l496 SS KSS5W* y°» ^ut tte whole afternoon 
really.— Yes, I probably did do one or two bargains in 

th 2497 ter Sufficient to get the feel of the market?— Yes. 

2498. What would you say was the feel of it that 
afternoon?— At the close of business at 3.30 I felt the 
feeling of the market was that it was easier. 



2499. Nothing very strange? — Nothing very startling. 

2500. After the House closed at 3.30 did you see any 
further development of that trend towards weakness?— 
Yes, we had quite a number of telephone calls and it 
was obvious that the people on the other end of the 
telephone were trying to sell stock. 

2501. Was that without exception, that they were all 
sellers and not buyers? — It is most unusual. 

2502. Does it happen that quite often journalists come 
to your office at the close of business to get from you or 
your staff the closing prices on your market? — Yes. 

2503. They would no doubt know that as you have 
such a big turnover they could get the information there? 
— They come to get our dosing prices and they also come 
to get our opinion on the market at the close, but it is 
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only our opinion; they probably go elsewhere and get 
that same opinion from other people. . 

2504. But they would want to get your opinion as to 
which way the market was tending to go?— Yes. 

2505. Do you remember that particular afternoon there 
were some journalists there as usual? — Yes. 

2506. I think you have a clear recollection that Mr. Fry 

of the Manchester Guardian was not there that day? 
No. . 

2507. But that Mr. Rudd, his assistant, was?— That is 

nS 2508. Is it possible that in their hearing that afternoon 
you might have made a remark to the effect that “some- 
one seems to know rather more than I do ” or know 
something more than I do”? — That is quite true, I made 
a somewhat similar remark to that — I cannot remember 
the exact wording — when Mr. Rudd and I think one or 
two other journalists were within hearing. 

2509. What was the reason for making the remark, what 

stimulated it?— Largely because we had a large number 
of telephone calls and it was evident we were seeing a 
number of sellers and we had not got any buyers at that 
time and it was unusual, and I wondered if someone knew 
more than I did. < 

2510. Was there any particular deal which had taken 
place which led you to form that view? — No, it was just 
a general tendency at that time and my partner has said 
that he did deal after hours. 

2511. Were you aware at the time when you made the 
remark of this purchase of a quarter of a million that 
had been made from the Swiss Bank Corporation through 
Pember & Boyle?— No ; I knew we had dealt with Pember 
& Boyle but I did not know who their clients were. 

2512. Did you know a deal of a quarter of a million 

Conversion 4’s bought from Pember & Boyle had been 
made? — Yes. „ _ _ 

2513. Did that seem odd to you at the time?— No, it 
did not seem odd at all. 

2514. Did you know at the time when you made the 
remark of a purchase that you had made from Pember & 
Boyle of a quarter of a million British Electric 4-J per 
cent. 1967/1969 at 91-13/ 16ths? — Yes. 
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2515. Did that have any significance in your mind?— 

^2516 We were told by a certain Mr. Whitmore who has 
given evidence here that, as it happened, you and he 
lunched in the same place on the 18th. Do you recollect 
that?— That is correct, yes. 

2517. I dare say you know him quite well, do you?— 
Yes, I have met him several times. 

2518. You met him, did you, the following day, the 
19th, Thursday afternoon? — Yes. 

2519. And you had a conversation with him? — Yes. 

2520. You asked him, did you, when he first formed his 
appreciation as expressed in his column? — That is so, yes. 

2521. And in effect what you said to him was that it was 
a pity that you had not had from him at luncheon the 
previous day the same opinion that he had expressed in 
his article?— Yes, that is quite true. 

2522 It would have saved you money if you had had 
it and acted on it?— Yes, at lunch-time that day we were 
all optimistic about the outlook for my market. 

2523. That is just what I wanted to get from you. It 
confirms what Mr. Whitmore told us, that he had had a 
change - of mind between lunch-time and the time when he 
wrote his article in the evening?— Yes. 

2524. You were quite bullish at lunch-time? — Yes. 

2525. Was there an abnormal turnover for your firm 
that day or was it quite normal for you? — Quite normal. 

2526. Up to the close of business the only abnormality 
you had noticed was that there were all sellers and no 
buyers?— Yes, it seemed very odd that we could not 
find a buyer at some kind of price. 

2527. Does that happen to the same extent, on other 
days or was it quite a phenomenon? — No, it was an 
outstanding day, I thought. 

2528. Had you begun to worry before you went home 
that night as to the cause of this phenomenon? — No, 1 
did not suspect anything. 

2529. Were you expecting the Bank rate increase?— No. 

2530. Or any increase in Bank rate? — No, none at all ; 
1 was most surprised when the change came. 



The Tribunal 



2531. Chairman: You remember the Daily Telegraph 
coming out with an article describing the shock felt in 
the City at the increase in the Bank rate and saying that 
it had been a complete surprise to all but one or two 
people who seemed to have got wind that something was 
afoot? You no doubt saw that? — I read that. 

2532. We have been told that that was based on some- 
thing which you told Mr. Rudd, who was Mr. Fry’s 
assistant?— No, there was nothing I told him. I did tell 
Mr. Whitmore— is it Mr. Whitmore you are talking about? 

2533. No, I am talking about the Manchester Guardian. 
Mr. Fry had an assistant, Mr. Rudd?— That is right. 

2534. We have been told that this article in the Man- 
chester Guardian was as a result of a conversation you 
had with Mr. Rudd?— No, I did not see Mr. Rudd after 
the evening of the 18th. 

2535. That would be it. I think this article was on the 
20th September?— On the 18th he was in my office at 
a time when I remarked to one of my partners : “ It 
seems as though someone knows more than we do. We 
had better stop dealing”. Mr. Rudd was present then, 
but I had not seen him at all since then ; in faot I have 
not seen him until today. 

2536. That no doubt gave rise to it?— No doubt. 1 
was only influenced by the amount of would-be sellers 
we had that night. 

2537. Then Mr. Whitmore, whom you saw, said in an 
article that there was strong criticism in the City amongst 
gilt-edged dealers and in the discount market of some 
leaking of information. That again he says he wrote as 
a result of conversation with you. That would be right 
also?— Yes,' I imagine so. I met him in the street on 
the way back to the office on the Thursday and I am 
afraid I pulled his leg and said : “ Why didn’t you tell 
us at lunch-time yesterday? ”, because I never expected 
the Bank rate to go up and I thought any measures the 
Government might take to curb money, restrictions, 
would have made the market better for us. 

2538. Have you ever thought some of this selling was 
as a result of instructions from the Continent? — No, no 
evidence. 

2539. Mr. Milner Holland : My recollection is that Mr. 
Whitmore told us that you said to him that the selling 
came almost entirely from foreign banks?— No, I did 



not say anything of the kind, because I would not have 
been in a position at that time to know. I had not been 
back to my office, when I would have found out later 
on. It was pure gossip at that time. 

2540. See if you can help me, because I am a little 
puzzled. Let us suppose that one or two people had some 
special inside knowledge and, relying on that, threw slock 
on the market. Would that produce the result you talked 
about? Would it mean that the market would then be 
all sellers and no buyers? — It could mean that, of course. 

2541. How would that happen? Let us suppose two 
people with a good deal of stock to dispose of had some 
knowledge and then started to throw that stock on the 
market. That might dry up all the buyers, might it? — 
It might very likely, because the buyers would presumably 
not be in a position to know what was going on, any 
more than we were. 

2542. Exactly ; that is what I want to follow. Could 
the appearance of a big seller (as I think somebody 
described it) dry up the whole market? — The appearance 
of a big seller would cause jobbers to try and sell stock. 
In fact it might cause buyers to hold up for the time 
being, thinking they would get stock cheaper. 

2543. Would that happen if the appearance of the big 
seller was after hours, when of course all deals, or almost 
all deals, would presumably be telephonic?— It would cer- 
tainly make it more difficult, yes. 

2544. I do not think you are quite following me. Of 
course, if it becomes apparent when the House is open 
and dealings are being done on the floor, the appearance 
of a big seller would immediately have a reaction on the 
market, and everybody would know? — Yes, because the 
jobbers would bring the price down. 

2545. Supposing for the first time someone is trying 
to deal in a large amount at, say, quarter to four, would 
that have some effect on drying up the market, or not? — 
No, because inter-office dealings are much more difficult 
owing to the difficulty of dealing on the telephone. 

2546. Is your conclusion now that what happened on 
the 18th was due to somebody being in the know? — 1 
do not think anybody knew about the Bank rate, but I 
think they expected a statement the following day about 
the further credit restrictions. 
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2547. In your view, would that be sufficient to cause 
what happened on the 18th?— It could possibly be, yes. 

2548. Let me follow your thinking on it. You are 
familiar with the statement that was made as to cutting 
down public spending, spending in the public and private 
sectors, and indications that bank advances might be held 
at some particular level, and an indication that at all 
costs the £ would be held to a certain level of parity?— 

2549. Those announcements, if that had been all, you 
think would have caused the drying up of buying in the 
market? No, I think it might have caused the business 
to be smaller, but I think the market would remain steady 
to firm, possibly, if that had been all. 

2550. Then once again I am not quite following you. 
You are saying— in the end it is for the Tribunal to decide 

tlhait you do noit think anyone had foreknowledge of the 
Bank rate?— Yes. 

2551. We will assume that for the moment, for the pur- 
pose of following your thinking. Suppose that, but let us 
also suppose that somebody knew that there was to be 
an announcement the next day of restrictions on public 
and private spending, some sort of ceiling on bank 
advances, and a general intimation holding the £ to parity 
with foreign exchanges. Suppose one had that knowledge, 
would that lead, do you think, to the conditions which 
occurred on the 18th? — No. 

2552. Mr. Vcalc: Were you really very angry about 
the selling on the Wednesday? — No, I did not think we 
had bought a lot of stock. 

2553. When you made remarks in the hearing of Mr. 
Whitmore, were they just casual remarks, or were you 
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really letting it be known that you disapproved very 
strongly of what had happened? — It was a casual remark. 

2554. Did you ever say anything to Mr. Whitmore that 
could have given him the impression that you had com- 
plained to the Stock Exchange Council about what had 
happened? — No. 

2555. The passage in Mr. Whitmore’s evidence that Mr. 
Milner Holland referred to was this, I think : “ This parti- 
cular point about foreign sources was made to me by 
Mr. Wilfred Baron of Francis & Praed that some of the 
selling, he thought, was from Continental sources ”. That 
is what Mr. Whitmore said. Did you say anything that 
could possibly have given him that sort of impression? 
— Not to my recollection, no. 

2556. Or to Mr. Pulay? — I do not know Mr. Pulay. 

2557. Mr. Pulay was an assistant of Mr. Whitmore. — 

I do not think I have ever met him. 

2558. Did you ever say you had been shot to pieces, 
or anything of that sort? — I think I used some word 
like we caught a cold, yes. 

2559. Caught a cold? — We had taken a loss. I did 
say something of that sort. 

2560. I am not suggesting there was anything wrong 
in it. What I want to know is, were you really express- 
ing yourself rather freely about it? — Yes, I think so. 

2561. It was more than casual remarks? — No, just 
casual remarks. Of course, I knew nothing at all at the 
time. We had a lot of selling after hours. 

2562. Chairman: It is right to say that jobbers and 
the partners in your firm, which is a big firm, would not 
squeal lightly, would they?— No. 

2563. You were all very annoyed? — We were annoyed, 
yes. 



Re-examined 

2564. If I may put one question arising out of an answer 
that was made to a member of the Tribunal, if the gilt- 
edged market remains firm but becomes narrower, is that 
something that may happen: dealings may be fewer, but 
the tone may still be firm? — Yes. 

( The Witnes 



by Mr. Winn 

2565. In that event would jobbers holding a good deal 
of stock still be disposed to take an opportunity to lighten 
their books?— It would depend on conditions at the time, 
I think. 

! withdrew .) 



Mr. Richard Sinclair Wilkins, sworn 
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2566. Richard Sinclair Wilkins, are you the senior 
partner in the firm of jobbers known as Wedd, Jefferson 
& Co.? — I am. 

2567. You deal in the gilt-edged market? — Yes. 

2568. Is your firm one of the largest dealers in gilt- 
edged securities? — I think that would be correct, yes. 

2569. How did the turnover of gilt-edged by your firm 
on the 18th and 19th September, before the Bank rate 
was changed, compare with your usual turnover? — I 
should have said it was definitely smaller than usual. 

2570. Were there any bargains done after 3.30 by your 
firm on the 18th? — I did very few bargains after hours. 
There was one purchase of £50,000 Funding 3 per cent. 
1966/68, and an exchange of £66,000 against £70,000. 

2571. Was the broker in the one purchase of £50,000 
Funding 1966/68 Sheppards & Co.? — Yes. 

2572. And then an exchange transaction for E. B. 
Savory & Co.? — Yes. 

2573. Did you discover who were Sheppards & Co.’s 
clients? — Not till several days afterwards. We would 
not know that, anyway. 

2574. Several days afterwards whom did you discover 
them to be? — I discovered them to be the Thelma Trust. 

2575. Was there anything significant, as far as you 
could see, about the business on the 18th and 19th Sep- 
tember? — Nothing whatever. 

2576. Was there any indication, as far as you could see 
as one of the largest jobbers in the market, of people 
who had knowledge which others had not trying to sell? 
— I should have said none at all. Possibly, as some of 
the jobbers have stated, on the afternoon of the 18th the 
market did ease a little bit. Previously to that it had 
been very firm, slightly rising market, and some sellers 
did appear on Wednesday afternoon, but nothing that I 
would in any way have thought unusual. 

2577. Did any sellers on Wednesday afternoon try to 
get you to buy? — I did buy quite a bit of stock. 

2578. But not after closing? — Not after closing, no. 

2579. Did any sellers try to get you to buy after closing 
time? — Some, but I would like to explain that we had 



a very large bull position, actually between £4 and £5 
million, and I was not keen to buy stock if I could help 
it. I feel that we must have lowered our prices after 
hours, otherwise we should have bought more than we 
had, but I did not consciously lower it a great deal to 
avoid buying. I believe — I have asked my partners — that 
we could have bought possibly another £600,000, maybe. 

2580. I wanted to ask you this: we have heard that 
there were an unusual number of telephone calls from 
people wanting to sell after closing time to one firm or 
another. Did you have that experience?— I would have 
said exactly the reverse experience. 

2581. And you are one of the largest firms? — Yes. 

2582. We have also heard that it was very unusual that 
after closing time everyone was trying to sell and no one 
was trying to buy. Was that your experience?— I do 
not think there were any buyers at that time, but I do 
not consider that an unusual thing to happen, anyway. I 
think that your learned colleague expressed it very well 
just now when he said there was a slightly thin market 
if you understand that: it may be that there is not a great 
deal going on, and I do not think that is significant at 

2583. On one day you might have more sellers than 
buyers, and on another day more buyers than sellers?— 
Certainly and as regards the amount of stock that we 
actually dealt with on that day-you have a copy “her ™ 
W ',£,°,“ 8 S s ° w practically the same amount 
suppose ?-?^*'” 1 ' 5 ‘ h ' mark " nearIy <,VEry d,y 1 

2585 From all you have heard and seen while you have 
been there jobbing since 18th September, have you anv 
views to express «n whether there is any evidence of ally 
deahng on the 18th due to advance knowledge of the 
Bank rate or of Government measures?— I should have 
said none whatever If I could, I would like to say I 
that ?f°? e a ^ e H emi ? loye ^ to be intelligent, and I thhik 
hat if somebody thought something might happen he 

happened’ 4 ^ Which is 1 co“sid« 
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2586. Chairman : Can you help me: of course you 
had, not for you of course, but what appears to us 
■to be quite a number of dealings on the 18th? Yes. 

2587. Can you tell at all from your records the times. 
For instance, on the 18th you bought from Pember & 
Boyle £200,000 Funding 4 per cent, at 911?— That 15 

C °2588. Can you tell at all about what time of day that 
deal would have taken place? — Quite honestly I cannot. 

I do remember some of the deals I did with Pember & 
Boyle. . , , 

2589. For instance, would that last that you have be 
taken from notes made in order of events?— No, it would 

n °2590. What happens on the floor of the House : do you 
enter the deals in a notebook? — We each have what is 
called a jobbing book, and we enter them in that, and 
the only times we can have really accurately are alter 
■hours when we do not book the bargains ourselves, 
but they are booked dn the office and there is a difference 
in the writing. That is the only way personally I should 
be able accurately to remember. I think you will agree 
it is impossible to remember exactly when a bargain was 
done. I can remember one or two of the bargains I did 
with Pember’s, but not that particular one. 

2591. Is that one that you would have done personally/ 
— I should have done it personally. 

2592. Then there is no means, unless the brokers can 
help on this, of getting times?— The brokers will be able 
to help. I do happen to remember one of them. I was 
having luncheon with Pember & Boyle on the 18th and 
I did make several bargains with them, and that would 
be approximately around 1 o’clock. 

2593. Then also there was a considerable amount of 
sales by Pember & Boyle: British Electricity 3{ per cent., 
British Electricity 4£ per cent, twice— no, I am sorry 
British Electricity 3i per cent, was not there?— No, I had 
not it on my list. 

2594. Two lots from Pember & Boyle, one lot from 
George Henderson & Co., and one from De Zoete & 
Gorton? — That is correct. 

2595. Did you conduct any, or all of those deals per- 
sonally? — Either my partners or myself. I am not abso- 
lutely convinced I did them all, but I would certainly 
have done some of them, and I know the times of the 
British Electricity per cents, and another one would 
have been round about 1 o’clock on the Wednesday. 

2596. Of course, at (that time, I suppose, you would not 
know who the clients were?— No, 1 would not, but it is 



northing at all unusual at all to deal in that sort of 
amount with Pember & Boyle ; it is not a big amount. 

2597. I come on to another half a million P? u n d s 
Serial Funding 2\ per cent. Pember & Boyle. Would that 
be one of yours personally? — No, not one of my personal 
ones ; it would be my short dealer. 

2598. You cannot tell us at all when that took place/— 

I know it took place considerably before 3.30, but the 
exact time I could not tell you. , 

2599. Would your partner or representative who dealt 
in shorts, be able to tell us more about it?— I do not think 
he would ; he would not be able to tell you a more 
exact time, except that it was before half past three ; he 
might be able to, but the broker would be a better person 
to give you ithe time. 

2600. The point is we now know that the client there 
was the Swiss Bank Corporation, and we also' know that 
Pember & Boyle sold on behalf of the Swiss Bank Cor- 
poration just after half past three? — Yes, but we dealt 
with them before half past three, that I do know. 

2601. But it might have been just before half past 

three? — It might have been ; I can check that, or try and 
check it. . , , , . . 

2602. Mr. Veale : There is one deal which you can 
identify as being at 1 o’clock?— Approximately 1 o’clock. 

2603. Is that deal entered in a book? — Actually it 
would be entered eventually in my jobbing book, but in 
actual fact I would have rung down to my firm and have 
told them of the deal because it was done away from the 
Stock Exchange; I was actually in Pember & Boyle’s 
office. 

2604. It does not occur in the middle of a series of 
entries? — No, you could not check that time. 

2605. You cannot check some of the other deals as 
being before 1 o’clock because they come earlier in the 
book? — Possibly you can. 

2606. Can you, or can you not?— I find that very 
difficult to answer. 

2607. Are you able to point to any of these deals as 
being in the morning, as opposed to the afternoon? — 
There again, I might be able to get that information 
for you. I certainly cannot tell as I have got it here. 

2608. Chairman : If you can help us at all, I am sorry 
to put this on to you, but we would be very grateful 
if you could let us have a list of your dealings on that 
day, your purchases on that day, as far as possible in 
chronological order giving times when you can? — I will 
do my best, but I do not think it will be by any means 
100 per cent, accurate. 



(The Witness withdrew.) 
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2609. William Eric Preston, are you a partner in the 
firm of stockbrokers known as Richardson & Glover?— 
Yes. 

2610. On the 18th September 1957, did your firm receive 
some instructions from Matheson & Co.? — They did. 

2611. Did you take those instructions yourself?— I did 
not, my partner did. 

2612. Which partner took those instructions? — Mr. 
Hurst. 

2613. Did you have anything to do with the carrying 
out of those instructions? — He sits in my room ; I did 
not carry them out in detail myself. 

2614. For instance, did you telephone to the jobbers, 
or did he telephone to the jobbers? — The dealings were 
carried out by my authorised clerk. 

2615. Chairman-. Who is that? — An authorised clerk 

is a clerk 

2616. What is his name? — Beer. 

2617. You have instructions from the client and tell him 
what to do? — Yes, very often. Almost always. 

2618. The Attorney-General : Supposing that you get 
a price quoted, does your clerk have to come back to 
you for you to consult the client whether he will accept 
the price or not? — It depends on what instructions we 
have given the derk and what instructions we have 
received from the client. 



2619. But do you never yourself place with a jobber? — 
Very seldom. 

2620. What happened on this ocoasion, do you know? — 
The authorised clerk carried out the order. 

2621. You had nothing to do with it at all? — Nothing 
at all in detail, no. 

2622. We have here the wrong partner; it was your 
partner who dealt with it all? — Yes, I made that quite 
clear. 

2623. I am afraid it was not made clear in the state- 
ment that was furnished to me. Is he in London?— Yes. 

2624. Chairman: To see there is no mistake, you had 
no communication with anybody in Mathesons? — None 
at all personally. 

The Attorney-General: It will be much better to call 
the other partner. 

2625. Chairman: You know nothing about it except 
what you heard from your partner?— Yes. I made very 
careful enquiries. I can, I hope, give you such information 
as is available. 

2626. But enquiries from Mr. Hurst and Mr. Beer? — 
From Mr. Hurst and Mr. Beer. 

Chairman: I think we would rather hear them. 

2627. The Attorney-General: They are both of them 
in London, are they? — They are both in London. 



( The Witness withdrew.) 
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Mr. Michael John De Rougemont Richardson, sworn 



Examined by The Attorney-General 



2628. Are you Michael John De Rougemont Richard- 
son? — I am. 

2629. Are you a partner in the firm of stockbrokers 
known as Panmure Gordon & Co. ? — Yes. 

2630. What figure did sales of gilt-edged securities 
transacted by your firm on the 18ith September come to, 
approximately? — There were three dealings. One of 
£460,000, one of £206,500 and one of £167,384. 

2631. Did you deal with these matters? — I did. 

2632. With each one of them? — With each one of them. 

2633. Who was your client in respect of them? — 
Matheson & Oo. 

2634. At what time of day did you receive instructions 
from Matheson & Co.? — The initial telephone call was 
made at 3.50 and there were various telephone calls before 
■these instructions were completed, going on to about half 
past four. 

2635. Did the initial telephone call relate to the securi- 
ties which were the subject of all three deals, or only 
to one deal? — No, it referred to all three deals, but in 
the initial telephone call specific amounts were not 
mentioned except that they were fairly large. 

2636. To whom did you speak? — To Mr. Young. 

2637. Do you know Mr. Young? — I have met him. 

2638. Is he employed by Matheson & Oo.? — Yes. 

2639. Just summarise, if you would, what he said to 
you in the first telephone call? — He rang me up and 
said that he had three lots of gilt edged that he wished 
to sell. I explained to him that the sentiment on the 
market had turned rather easier in the afternoon, and that 
I had not any prices after- half past three ; 1 had the 
dosing prices. I said to him that it would be a help to me 
in enquiring what the prices were in the market if I knew 
approximately the amounts he was to deal in. He then 
told me he was to deal in Savings 3 per cent. 1960/ 1970, 
Savings 3 per cent. 1955/1965 and War Loan 3 per cent. 
1955/1959. He said that it would be about a quarter of 
a million in 1960/ 1970s and a rather smaller amount 
in the other two. I then spoke to the jobbers. 

2640. That was not right in fact, was it? — The amount 
of the 1960/ 1970s was increased afterwards on a further 
telephone call. 

2641. You then made contact with the jobbers? — That 
is correct. 

2642. To find out what prices they would quote? — Yes. 

2643. Did you telephone to them? — I did. 

2644. To which jobbers did you telephone to find out 
their prices? — 1 spoke to Mr. Leroy Lews of Akroyd & 
Smiithers. 

2645. Anyone else? — Yes, I spoke to Francis & Praed. 

2646. To any other firm? — No. My dealer asked a price 
from Wedd Jefferson, but we did not deal with them. 

2647. You did not deal with them? — My firm did not 
deal with Wedd, Jefferson, though we dad enquire a price 
from them. 

2648. This is a stage at which you are enquiring prices? 
—That is right. 

2649. And I am trying to find out from whom you 
enquired prices? — From those three jobbers. 

2650. Wedd, Jefferson, Francis & Praed, and Akroyd & 
Smithers?— That is correct. 

2651. Having found out the prices did you then com- 
municate again with Mr. Young? — That is oorrect. 

2652. What happened in the course of that telephone 
conversation? — Mr. Young then said that he wished to 
sell 466,000 savings 3s., 60/70. I told him that I had a 
price from Akroyd & Smithers for a quarter of a million 
at 76}. I told him I would have to go back to Akroyd & 
Smiithers and enquire the price for half. 

2653. Was there, do you remember, much difference 
between the price of a quarter quoted by Akroyd & 
Smiithers and the price at closing time? — Yes. I was under 
the impression that the closing price of 60/70 was 77 
to a quarter and the price he quoted me on a quarter 
of a million was 76} to 77}. 

2654. Was there any discussion between you and Mr. 
Young wjth regard to that drop in price? — I told Mr. 
Young that the sentiment had bean going easier from 
lunchtime onwards. 

2655. What did Mr. Young say about that? — I do 
■not think he commented. 

2656. What? — He did not comment. He knew the price 
had been going easier as well. 

2657. Was it after you had quoted the price for a 
quarter of a million that he then instructed you to sell 

nearly half a million?— That is correct. 



2658. And you then said you had to go back to get 
a fresh quotation from Akroyd & Smithers? — Exactly. 

2659. Did you get that fresh quotation? — I did. 

2660. What was it? — It was an eighth of a point lower. 
By that time I had opened to the jobber and he knew 
that I was a seller and therefore he did not bother to 
quote me, he just said he would bid me 76-} and go up 
to half a million. 

2661. Did you then go back to Mr. Young before 
accepting that bid? — I did. 

2662. Did you tell him the price quoted? — I did. 

2663. Did he make any comment? — He asked me if I 
thought if was reasonable, in other words that it was 
an eighth of a point lower for an additional quarter of a 
million. 

2664. What did you say? — I said I thought it was. 

2665. So you accepted the hid? — He accepted the bid. 

2666. And the deal was made for that 466,000 with 
Akroyd & Smithers? — That is correct. 

2667. What about the other two amounts? — Well, the 
short dated stocks, that is the war 3s., 55/9, I dealt with 
at the same time as I dealt with the 466,000 savings 3s. I 
asked Mr. Leroy Lewis, who I was speaking to at the 
time, whether the original price he quoted me, in other 
words, 97} bid for 200,000 of war loan was still there, 
and he told me that he was still prepared to bid me 97}. 

2668. Did you tell Mr. Young that? — Yes. 

2669. What did he say? — He told me I might deal at 
that price. 

2670. What about the third? — The third item, the 
167,000 I had a quote of 87} from Francis & Praed, 
which is a better quote than I had from any other jobber. 
I told Mr. Young 'that and he decided to deal with that 
one as well. 



2671. Were the quotations that you received from 
Wedd, Jefferson, the lowest of the quotations that you 
received? — No, they were wide quotations. That probably 
meant that the selling prices was lower. 

2672. In your conversations with Mr. Young were you 
given any indication of why you were being instructed 
to sell these substantial quantities after closing time on 
this Wednesday? — No. 

2673. Was anything said as to who were his prin- 
cipals? — No, not at that time. 

2674. Was anything said later about who were his 
principals? — Yes. 

2675. When did you discover who the principals were? 
— About a fortnight afterwards. 

2676. Who were the principals? — They were Jardine, 
Matheson and, I think, the Indo-Clbiina Steam Navigation 
Co. 

2677. Did you frequently deal with Mr. Young of 
Mathesons after hours? — Yes. My firm have dealt with 
Mr. Young of Mathesons after hours, but I think 
“ frequently ” is not the correct expression. 

2678. Not what? — I do not think I could say we dealt 
with him frequently after hours. 

2679. You have dealt with them before after hours. 
Have you, so far as you can recollect, ever dealt with 
them on any previous occasion after hours for any sums 
of this magnitude? — I am afraid I have no recollection 
of (that. 

2680. Could you look to find out?— Certainly. 

2681. Or would it be too difficult?— I think it would 
mean a lot of research. Certainly we have not dealt in 
these sums after hours within the last year. 

2682. Were those sums, leaving aside Mathesons for the 
moment, unusually large or not for you to deal with after 
hours? — No, it is not unusual. 

2683. Had you on that day any reasoai to suppose that 
any sale was being effected with knowledge of something 
that was going to happen the next day?— No. I told 
Mr. Young that there had been rumours in the market 
towards the dose that there were going to be further 
restrictions on credit from the Government in the near 
future, but otherwise there was no comment made. 

2684. After these sales had been made and after the 
Bank rate had been raised did Francis & Praed make 
any observations to you with regard to the securities that 
you placed with them? — None at all. 

2685. They did not come round and ask you whether 
you had any reason to suppose that your clients had some 
special knowledge? — No, I had no conversation about 
these deals with Francis & Praed. 

2686. Or with Akroyd & Smithers?— I spoke to Akroyd 
& Smithers the next day, but they did not comment on it. 
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Cross-examined 

2687. You knew, of course, that Mr. Young was em- 
ployed by Matheson & Co.? — I did. 

2688. When you referred to knowing who his principals 
were you meanit the principals of the firm, Matheson & 
Oo.?— Yes. 

2689. Did you discover some time later? — Mr. Young 
told me that it was one of his directors about a fortnight 
later. 

2690. But you have had pretty frequent dealings with 

Mr. Young in connection with the buying and selling of 
stocks and shares? — I believe Mr. Young has told you 
that we did the bulk of their large quotations buying and 
selling. . . 

2691. And I think you told the Tribunal that it is a 
perfectly common thing to have dealings after hours? — 
Yes. 

2692. And to have dealings after hours in large sums 
of the same sort of range as you have been asked about 
in this case? — That is correct. 

2693. Though you do not actually remember yourself 
having had deals of similar magnitude after hours with 
Mr. Young or Messrs. Matheson?— That is right. 

2694. lit did not surprise you in any way when you were 
asked to deal in sums of this size after hours?— Not in 
the least. 

2695. It was not the sort of .thing that made you enquire 
or think you ought to enquire from Mr. Young, “ Why 
are you selling after hours ”? — Certainly not. 

2696. And at the beginning of the conversation— is 
this right? — you discussed the general state of the gilt- 
edged market with Mr. Young?— Mr. Young started oil 
by saying that he wished to sell various gilt-edged stocks, 
and I felt that it was my duty as a broker to tell him 



by Mr. Megaw 

then what the progress of the gilt-edged market had been 
in the last couple of hours. 

2697. And you did that?— I told him the market had 

gone easier since lunch time but I had not had a price 
after 2.30. , 

2698. Then you told the Tribunal later in your evidence 
that you had told Mr. Young about rumours in Che market 
that there were going to be restrictions in the near 
future. Can you remember at wihat stage of your con- 
versations with Mr. Young that took place? Was it at 
toe outset or later? — I thank it was when I finally dealt 
in the £466,000 savings 3 per cent, which I should think 
might have been the third conversation I had with him 
when I was explaining why they were a further eighth of 
a point easier to deal in half a million, and I explained 
to him then the rumours I had heard. 

2699. Do you remember what Mr. Young said with 
regard to that? Did he say anything?— No, he did not 
comment on it except to accept miy bid. 

2700. Did it appear to you to be the reasonable ex- 
planation of toe price at which the jobbers were prepared 
to deal? — Yes, it did, otherwise I would have told Mr. 
Young. 

2701. You did not suggest to Mr. Young that there 
was anything unusual or .remarkable about toe price? — No. 

2702. Does that apply to the other stocks as well? — 
Yes, it does, it applies to all three stocks. 

2703. In fact it would be right to. say that so fax as you 
were concerned this transaction from both sides, both 
from the seller’s side and the jobber's side seemed to be 
perfectly reasonable and normal? — Exactly. 

2704. Not toe sort of thing that would give rise to any 
comment or to any suspicion in your mind that there 
was anything unusual? — Exactly. 



By The Tribunal 



2705. Chairman: We have not got our records com- 
plete, but is it right that you made no sales of gilt-edged 
stocks that day, the 18to September, except these three 
which we are told of now?— Yes, that is correot. If I 
could explain, my firm deals very nearly 100 per cent, 
for institutions. We have no private clientele, and our 
gilt-edged business is invariably of this size or nothing at 
all, and it did not strike us as unusual at all that in one 
day we might have three sales and in another day perhaps 
three purchases. 

2706. It was the combination of their being sales and 
all being after hours that struck me as being something 
that you might think unusual? — It is the nature of our 
business that it is not unusual for us. 

. 2707. When last did you have a day like this with only 
one client selling and that after hours? — I am afraid 
that without going through my records I could not tell 
you exactly. 

2708. It is unusual, is it not? You would not expeat to 
find one in the previous week or month, or possibly year, 
would you? — Yes, I would. 

2709. Mr. Young first got into touch with you at 3.50? 
— About. 

2710. And of course you knew who he was? — Yes, I did. 

2711. And you knew, acting as you do for institutions, 
that you would be called upon to do something for toe 
Matheson group? — Yes. He might have been enquiring 
about something else, but when he came on the telephone 
I was fairly certain that he was going to ask us to do 
something for him. 

2712. Then he asked you to find out prices with a 
view to selling three types of security? — That is correot. 

2713. Did he say he wanted to sell at the be9t or did 
he give you a limit, or what? — No, he asked me to find 
out what the prices were at about a quarter to four, 
and we agreed that we would not deal without referring 
to him again — that is, in deals of this size. If it had been 
a deal of £5,000 of stock he might have said to me 
“Sell at the best,” butt normally when one is dealing 
in anything more than, say, £100,000 I think it would 
be very unlikely that one would deal without referring 
to one’s client again. 

2714. Then you made enquiries, got into touch with 
him, and told him toe price was going easier? — Yes. 

2715. And that did not worry him? — Well, it was only 
easier for the stock which he wanted to sell very nearly 
half a milli on of. The price I quoted him at quarter to 
four for a quarter of a million was unaltered. 

2716. Did you not ever say, “ Why not wait till normal 
dealings in toe morning? "? — No, I did not. I considered 



that these prices in a market where sentiment was de- 
clining in the afternoon were reasonable prices. 

2717. What puzzles me is that whether you are an 
institution or a private person you are likely, by and 
large, to get the best price on the floor of the House? — 

I agree. 

2718. Did you gather why Mr. Young was so keen 
to sell that night? — No. He told me he had instructions 
to sell. 

2719. That night? — No, he told me he had instructions 
to sell, would 1 quote him the price now, which was 
quarter to four. 

2720. Not only did you tell him that conditions were 
easier, prices were going easier, you thought — 1 agree with 
respect to one stock — but later you told him that there 
were rumours of further restrictions? — I gave that as an 
excuse, or as a reason why the prices had gone easier. 

2721. And then he did not consider or suggest waiting 
till mo rn lin g? — Well, the only stock which he wanted to 
deal in that was a little easier was the larger one, the 
£466,000 Savings 3s., where he bad to drop an eighth. 
For the War 3s. 55/9 I was still able to pay him 97}, 
which was toe original price I bid him, and for the 
£167,000 55/65 I was able to bid him 87-jh which was 
again the original price I was able to get for him about 
ten ito four. The only one in question where it was 
easier was the 60/70. 

2722. Mr. Milner Holland: Did Mr. Young ask you 
for your advice at all? — No, he simply gave me instruc- 
tions to enquire toe best prices we could sell the stocks at. 

2723. You did not tender any advice? — No. 

2724. Did he give you any reason why his client was 
selling half a million 3 per cent. Savings? — No. 

2725. And you did not ask? — I did not. 

2726. You merely took toe line that if the client wanted 
to sell the prices you had got to gat were toe best you 
could? — I thought that these were the best possible bids 
I could make and I felt that it was up to him to decide 
whether or not he should accept them. 

2727. If he had asked you whether it would be better 
to wait till toe morning is it possible for you to say now 
what advice you would have given him? — No, I do not 
thing it is. With the way the market sentiment had de- 
clined from lunch time onwards 1 think I might have 
advised him to sell them at the bid prices we had that 
night, but it is rather difficult to look back to exactly 
what one felt at the time. 

2728. When soon after this deal it began to be sug- 
gested that there had been inspired selling, did it cross 
your mind that these deals might be some of the deals 
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which were being pointed to by those who said there 
had been inspired selling? — No. These deals in the busi- 
ness we had had with Mathesons before were not unduly 
large. 

2729. Mr. Vcale : You told Mr. Young that there had 
been rumours in the market before the close that there 
was going to be what? What were the rumours? — I think 
that there was the rumour that there would be further 
Government restrictions on credit. 

2730. When had you first heard that rumour? — I heard 
it just before the dose from my dealers. We have an 
office just outside the Stock Exchange where all tire 
dealers congregate and I heard it in there. 



77 

2731. At all events it would be something you heard 
just before half past Ihrce? — That is correct. 

2732. Chairman : Would it be possible for you without 
loo much trouble to get out a list of your dealings on 
behalf of Mathesons, say, from the 1st January up to the 
1 8th September? — Yes, certainly. 

2733. So that we can see how it compares? — Yes. 

2734. Gould you do that and send it in to the Secretary 
or to the Treasury Solicitor? — I will. 

2735. The Attorney-General: Might I enquire when 
Mr. Richardson thinks he could provide that document? — 
Certainly by the first filing tomorrow morning. 



(The Witness withdrew.) 

( Adjourned till tomorrow at 10.30 a.m.) 
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FOURTH DAY 



Thursday, 5th December, 1957 

BEFORE 

Lord Justicb Parker ( Chairman ) 

Mr. E. Milner Holland, Q.C. 

Mr. Geoffrey Veale, Q.C. 

Secretary: Mr. Andrew Bateson 

PROCEEDINGS 



Mr. P. L. Bareau 



Mr. H. C. Wilson ... 



Mr. J. Hurst 



Mr. C. E. A. Beer ... 



Mr. H. J. Young ... 



Mr. H. D. M. Barton 
Mr. J. H. Keswick ... 



Mr. W. J. Keswick ... 

Mr. Roche-. Might I make an application, my Lord? 
Your Lordship will remember the day before yesterday, 
when Sir Leslie Plummer was giving evidence, he said that 
among the material on which he acted was a statement 
made to him by a Mr. Williams to the effect that my client 
had written certain secret information on a piece of paper 
after seeing the Chancellor and passed it to his editor. Of 
course, that was not put to my client. The Attorney- 
General has been good enough to say he had no informa- 
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lion that such an allegation was going to be made. In 
those circumstances, 1 would ask your Lordship at some 
convenient lime, now or later, to allow Mr. Bureau to go 
back into the box and deny the truth of that allegation. 

Chairman : Is Mr. Bareau here now? 

Mr. Roche: Yes. 

Chairman : I think the most convenient course would 
be to get that out of the way at once. 



Mr. Paul Louis Bareau, recalled 
Chairman : You have been sworn, Mr. Bareau. 



Further re-examined 

2736. I think you have seen reports in the Press that 
when Sir Leslie Plummer was in the box he said that 
among the material on which he acted was a statement 
by Mr. Williams that after seeing the Chancellor you had 
written down on a piece of paper certain secret informa- 
tion, placed it in an envelope and handed it to your 
editor. First of all, do you know this Mr. Williams?— 

I do not know him. 

2737. After seeing the Chancellor did you make any 
written record of any information, secret or otherwise?— 
None at all. 

2738. Does it follow that you handed no such docu- 
met to your editor? — I handed no such document to mv 
editor. 



by Mr. Roche 

2739. 1 think you did not see your editor, but you 
spoke to him on the telephone?—! did. 

2740. What did you tell him on the telephone?- -I told 
him that an important statement would be coming the 
next day, and that the Chancellor would be seeing the 
lobby correspondents. 

2741. Before you made that statement had you in fact 
obtained express authority from the Treasury to make 
that communication to your editor? — I had. 

2742. 7 he reason, of course, was that you yourself 
were leaving London that night?— That is so. 

The Attorney-General : No questions. 



By The Tribunal 



2743. Chairman: What time was it when you tele- 
phoned? — It was at about a quarter to six. 

2744. Who was the representative at the Treasury that 
you spoke to? — Mr. Leslie. 

2745. Mr. Milner Holland: You might like to have 
because I have the Shorthand Note in front of me, exactly 
what was said. Sir Leslie Plummer said he was told two 
stories. He was told first: “that Mr. Bareau, who had 
seen the Chancellor on the Wednesday, had then been 



so impressed with the seriousness of the nature of the 
information given to him that he had written it down on 
a piece of paper, scaled it in an envelope and given il 
to his editor, with a request that it should not be opened 
until the next day ”. When Sir Leslie was asked who 
todd him that he said Mr. Trevor Williams. I do not 
know whether you had it in that detail, but that is 
exactly what Sir Leslie Plummer said. Is there any 
truth m that? — No, an entire fabrication. 



{The Witness withdrew .) 
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Mr. Winn : 1 call Mr. Hurst. This is the actual dealer 
of the firm of brokers, Richardson & Glover. There was 
a mistake yesterday when we called a Mr. Preston, whose 
statement is B.9. I am assuming that in substance this 
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evidence will be the same as in that statement. I am told 
although Mr. Hurst iis undoubtedly here because he has 
been seen here, that he is not available at the moment. 
So I will call Mr. Wilson instead in order to save time. 



Mr. Herbert Charles Wilson, sworn 
Examined by Mr. Winn 



2746. Are you Mr. Herbert Charles Wilson? — Yes. 

2747. Of Litllcdcnc, 17 Links Way, Northwood. I think 
you arc the senior partner of a firm of jobbers on the 
Slock Exchange known as Wilson & Watford? — That is 
correct. 

2748. Your firm deal, amongst other securities, with 
British Government securities? — Yes. 

2749. Would you tell the Tribunal, on the 18th Septem- 
ber of this year did the dealings of your firm include seven 
transactions which were obviously changes of investment? 

•They did. 

2750. Perhaps you would help me to gel those out of 
the way. Did you deal with Mullens & Co., the Govern- 
ment Brokers, and did you sell British Electricity to 
them? — 1 bought from Mullens & Co. British Elec- 
tricity 41s. 

2751. It. is just a question when one has them in the 
form of sales and purchases of seeing which way it is. 
You bought from Mullens £100,000 British Electricity 
4 j per cent. 1967/09 at 92? — Correct. 

2752. And against that you sold them £100,000 Consols 
4 per cent, at 71-11/ Ifitlis? — Correct. 

2753. That was plainly a change of .investment?- - 
Exactly. 

2754. From the firm of brokers called L. Messcl & Co., 
did you buy £56,000 British Electricity? — I bought from 
them £56,000 British Electricity 31 percent. 1976/79. 

2755. At 72-1 /8th ex dividend?— Yes. 

2756. And sold to them £56,000 Treasury 3| per cent. 
1979/81 at 71?— Yes. 

2757. With a firm of brokers called Phillips & Drew, 
did you have a similar change transaction?- -Yes. 

2758. Did you buy £50,000 British Electricity 3 per 
cent. 1968-73 at 73 J, and sell to them £50,000 Treasury 
31 per cent. 1979-81 at 7015? — Correct. 

2759. With a firm of brokers called Dennis Murphy, 
Campbell & Co., did you have another double transaction, 
buying from them £59,000 Treasury 31 per cent. 1979-81 
at 71 1 1 ,-,, and selling to them £50,000 British Electricity 
4 If per cent. 1974-79 at 82 |g? — Correct. 

2760. With a firm of brokers called Macnicoll & Co., 
did you buy from them £100,000 Consols 4 per cent. 
1971 at 71 J, and sell to them £112,200 Conversion 1961 
at 631?— Yes. 

2761. With a firm of brokers called E. B. Savory & 
Co., did you buy from them £34,908 Savings 21 per 
cent. 1964-67 at 81 ? — Yes. 

2762. And sell to them £36,648 Savings 3 per cent. 
1960-70 at 771?— .Correct. 

2763. And with a firm of brokers called Phillips & 
Drew, did you buy from them £11,239 Consols 4 per 
cent, at 71 and sell to them £5,148 Savings 3 per cent. 
1960-70 at 771. and also £5,629 Savings 3 per cent. 1965-75 
at 701? — Yes. 

2764. Can you tell the Tribunal whether those change 
transactions took place in the morning or the afternoon? 
— In the morning. 

2765. You are quite sure about that? — I am quite sure 
about that. 

2766. 1 intended to ask you about other transactions 
that day. Is it a fact that of the remaining transactions 
of the day, only two took place after 2.30 p.m.? — Only 
two of any size. 

2767. Of tiny magnitude? — That is right. 

2768. These two were after 2.30? — Between 2.30 and 
3.30. 

2769. That is as near as you can put the time? — Yes. 

2770. Were they on the floor of the House? — They 
were on the floor of the House. 

2771. Was one of those transactions a sale of £9,190 
Savings 2\ per cent. 1964-67 by Lazards? — That is the 
name of the client, that is not obviously the name of the 
broker. 

2772. No. I just wanted to . . .?— That is true, yes, 
that is correct. 

2773. Phillips & Drew? — No, I did not say that. 

2774. What is the name, do you know? I want to get 
it clear. 

2775. Chairman'. Is it Montagu Lobe) Stanley & Co.? 
— I think that is Montagu Lobel & Son. 
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2776. Mr. Wilin'. You got the name of Lazards, of 
course, when the transfer came through?— We got the 
name when we were asked to supply the details of our 
deals. 

2777. But stock was delivered to you?— I think it was. 

2778. Had you any means of knowing whether Lazards 
were the owners of the stock transferred in that deal 
or whether they were dealing for a client?— No, jobbers 
seldom have that opportunity. 

2779. The jobber does physically receive delivery, does 
he not, of stock that he has bought? — In the main, we 
expect delivery of the stock wc buy, and we deliver the 
stock that wc sell. 

2780. Occasionally it goes direct?— Occasionally, it can, 
ol course, be arranged between ourselves as an internal 
matter which saves expense. 

2781. But in the case where you receive the stock, you 
see out of what name it has come? — Yes. 

2782. Is it possible, in this particular case, to say 
whether the stocks that came to you from Lazards, came 
out of Lazards name or a client’s name?— We would 
only make a note in our books to the elTcct that the 
client’s name was, or that it came from Lazards. 

2783. We must pursue that with the brokers?— Yes. 

2784. So that was one transaction. Can you tell me 
the price? — Yes. 

2785. Was it 81 , r fc?— 81 & is correct. 

2786. I-Iow did that price compare with prices that had 
been ruling? — That was the market price. 

2787. Had the market begun to weaken, do you re- 
member, by then?— I had not thought so, no. 

2788. There is one other transaction in 10,000 Conver- 
sion 3| per cent. 1969. Do you remember that trans- 
action ? — Yes, quite clearly. 

2789. Did you buy that stock from the brokers, W. I. 
Carr & Sons? — Correct. 

2790. Was the stock delivered to you? I mean by that, 
have you any note of the name out of which it came? 
— Only again the records which we keep, and we under- 
stand it came from the name Rcdfern. 

2791. Mr. K. Rcdfern?— Yes. 

2792. R-c-d-f-c-r-n?— Yes. 

2793. Do you know him personally? — I do know him 
personally, yes. 

2794. Do you know him to be a partner in the firm of 
jobbers, Wcdd & Owen? — He was a partner in the firm. 

2795. I mean a partner at the time? — Yes. 

2796. We have heard of the dissolution of the firm. 
At that stage he was a partner in the firm of jobbers. 
Wcdd & Owen? — Yes. 

2797. Did your own firm of Wilson & Watford do any 
deals after 3.30 on the 18th September? — Not of any 
size. In my statement I say that my firm transacted no 
bargain after 3.30 on the 18th September. 

2798. That is quite right. You were asked to deal with 
only those over 5,000? — That is right. Not of any size. 

2799. iBut in the morning of the 19th, I think, you did 
carry out two bargains before 12 noon? — Correct. 

2800. It is here as a sale. I take it, it would be a 
purchase by you from Mrs. Bradford? — Yes, we 
purchased. 

2801. You purchased what? — 10,000 British Gas 3 per 
cent, slock. 

2802. 1990/95, and the stock came to you out of the 
name of a Mrs. K. I. Bradford ; is that right? — Yes, 

2803. And was the price 62? — Yes. 

2804. Was that a price that was lower than the price 
at which the market closed on the 18th? — It was lower 
than the market price on the 18 th. 

2805. Can you tell us how much lower? — I would say 
we opened our prices about jr per cent, lower than the 
closing prices of the 18th. 

2806. I know it is a long time ago comparatively now, 
but can you say now why, in your opinion, prices had 
weakened over night? — Well, I think the answer to that 
is that for three days, Monday, Tuesday and up to 
Wednesday afternoon, we had been working on what we 
call a bull market. The reaction was really a technical 
reaction, because all the jobbers had stock on their books, 
and after a three day rise it is quite in order, in fact it 
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is the normal procedure for the market to pause to 
consolidate, and if it does not proceed on the bull market 
from that stage, it invariably does react. 

2807. That is a technical result of jobbers being some- 
what over-booked?— Well, yes, in the sense that we were 
buying stock obviously because we felt the market was 
going better. 

2808. You must forgive me if I am stressing the 
obvious. If the jobbers have been operating for a period 
of two or three days on a slightly rising market and a 
market in which they have confidence, the result will 
be that they will have rather heavy books, rather a lot 
on their books? — They would have all the stock that 
they need. 

2809. And would not be anxious to take more? — And 
would not be anxious to take more. 

2810. There may, therefore, be a tendency for that 
technical reason for jobbers to lower _ their selling prices 
somewhat to level out their own position? — That is just 
what does take place. 

2811. Now what I want to get at by that introduction 
is this. In the gilt-edged market as distinct from the 
ordinary share market, am I right or not, in supposing that 
one does not get a similar technical requirement for 
selling in the position of the actual client? While you 
are thinking about that, let me put it another way. In 
the ordinary share market, sometimes individuals will be 
buying shares in the hope of a rise, or selling in the hope 
of a fall?—' Yes. 

2812. Without either having shares to deliver in the 
first place, or wanting to take delivery of shares in the 
second? — Quite right. 

2813. That process is called bulling or bearing the 
ordinary share market, is it not? — Yes. 

2814. In that case it will be the client who has got 
to find shares to deliver, or find money to take up the 
shares? — Yes. 

2815. Or alternatively, close out by a contra bargain. 

Now what I want to be clear about from you is this: 
that position cannot obtain, can it, to any extent in the 
gilt-edged market? — We can as jobbers 

2816. You can as jobbers? — Yes, quite right, but not 
in the main from the point of view of brokers. 

2817. Or the actual ? — Or the actual client. 

2818. The member of the public? — No. 

2819. Subject to this perhaps, that Mr. Mullens told 
us that you can occasionally borrow stock? — Oh yes, 
we borrow stock, quite true. We have to borrow stock 
to meet the delivery demands for the stock which we 
have sold. 

2820. That is only if your personal credit is completely 
reliable? — Yes. 

2821. That was one deal, Mrs. Bradford. Was there 
also a purchase on the morning of the 19th by your firm 
of 55,000 Conversion 3£ 1969’s. Do you remember that 
one? — Very clearly. 



2822. From what brokers did you buy that? — I bought 
that from L. Messel & Co. 

Mr. Milner Holland: Mr. Winn, did you say 55,000? 

Mr. Winn : I did, 'but I think that was wrong. 

Witness: May I correct you? 

2823. Mr. Winn : It is a misprint, and I think it should 
be 5,000?— The amount of stock is 55,000 which we 
bought from Messel & Co. 

2824. It is 55,000? — Correct. 

2825. Then the figure in the document that has been 
tabulated is wrong, and it is 55,000 3£ per cent. 1969, 
and you bought them from L. Messel & Co.? — Correct. 

2826. Did you get the name out of which that came? 
— When the transaction was completed it went through our 
books in the normal way, and we had the names then. 

2827. What was it? — 50,000 came out of the name of 
Hoare’s Bank and 5,000 out of the name of Lloyd’s Bank. 

2828. For all you knew, that may have been in each 
case a holding on behalf of a client? — Correct. 

2829. You would not know that, would you? — No, we 
would not know that. 

2830. But the Hoare & Co. in question was Hoare’s 
Bank. If I might refer to the transaction, it is, I think, 
the second line in the Wilson & Watford shorter list. We 
shall have to take the next step later. I was asking you 
— and. I apologise for breaking off — that is Hoare & Go., 
the bankers? — Hoare’s the bankers, yes. 

2831. There is a firm of brokers called Hoare & Co., 
I think? — Yes. 

2832. But this is certainly not the broker, but the bank? 
— It is the bank. 

2833. Now one or two general questions, if you would 
be kind enough to answer them. Was your firm’s business 
on the 18th September quite normal? — Yes. 

2834. Did you have any abnormal activity during the 
late afternoon? — No, none at all. 

2835. Did your firm have any telephone enquiries, of 
which you know, for business after-hours on the 18th 
September? — Only routine, not for the purpose of dealing. 

2836. So to you, the day was in no way peculiar? — In 
no way peculiar at all. 

2837. It follows from that, that you went home that 
night without any particular feeling of apprehension? — 
I went home, like a good many fellow jobbers, with stock 
on my book, but I was quite happy about it. 

2838. Was it a shock to you when this Bank rate 
announcement was made? — Yes. My son, who was in 
partnership with me, said I went very pale. 

2839. I am sure Her Majesty’s Government would desire 
to apologise for that? — I accept the apology. 

2840. Did you hear any rumours yourself in the evening 
of the 18th about special knowledge being about in the 
market? — No, because I was not in the City after a 
quarter past three. I went off to see my daughter off to 
school. 



By The 

2841. Chairman: The 10,000 Conversion 3± per cent, 
which you bought which appeared in the name sub- 
sequently of Mr. Redfem, must have been before 3.15 
if it was your dealing? — Yes, it was. I think I am right 
in saying it was about half past two. 

2842. And Lazard Bros, was before that or after? — 
May I refer to my book? ( After a pause ) : I would say 
that was between half past two and 3.15. 

2843. In the ordinary way, how soon do you get the 
client’s name in this sense, how soon is the script, or 
whatever it is, delivered? — Within two or three days the 
transfers of the stock that we purchase, are delivered to 
us and so, therefore, we get the name. 

2844. But it is as long as two or three days? — It may 
be the next day, but it depends entirely upon the facilities 
of signing the transfer deeds. Much of the stock comes 
out of the names of institutions, and they have to have 
maybe more than one signature or a board meeting. 

2845. But in the ordinary way did you get it, at any 
rate, by the third day? — Normally, yes. 

2846. Did you go yourself to the office after 3.15? — 
No. 

2847. Some deals did take place, but under £5,000 in 
amount? — Oh yes, they were only routine. 

2848. You do not happen to know about what the 
quantity was in the aggregate in your dealings after-hours? 
— Oh, it would be very small. It would be under £5,000 
altogether. 

2849. Do you happen to know if they all came from 
one broker? — They would not do ; I am sure of that. 



Tribunal 

2850. You have not got the record? — No, I have not 
got my book in front of me for that time, but I am 
pretty sure. 

2851. From what you have seen of them, was there 
anything abnormal? — Nothing at all. 

2852. Nothing that struck you as odd? — Nothing. 
Perhaps I might add just one thing here, that the way 
our firm is constituted, I do the big business with the 
help of the junior partner, and my other dealers and 
partners, of whom there are five or six, do the routine 
business and consequently if there had been anything big 
in the nature of switching such as we have been referring 
to, it would be left over for my handling personally in 
the morning. 

2853. Mr. Milner Holland : Is this right that in the 
ordinary course of events the jobber would know within 
two or three days who, in fact, was the vendor of stocks 
that the jobber bought? — Yes. 

2854. That is quite normal? — When the transfer deed 
is delivered to us of the stocks which we purchase, the 
record is made in our book of just the name only of 
the client. 

2855. I got the impression, no doubt wrongly, from 
an earlier witness that the jobber would not know, in 
most cases, who was the vendor at all? — That is correct 
at the time of dealing. 

2856. At the time of dealing? — At the time of dealing 
we do not know, but his Lordship asked me, and you 
are asking me, now. 
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Mr. Herbert 

2857. I will tell you what is puzzling me. One of the 
previous jobber witnesses, in regard to one of the trans- 
actions we are looking into, said that he had not the 
least idea who the client was from the time he made 
the deal until yesterday? — That would be a perfectly true 
statement, and I would not know who the clients were 
for whom I was dealing, but for the fact that it has 
been brought to my notice now, and I have looked at it, 
but normally I would not know. 

2858. You mean you would not look at your books, 
some clerk would make the entry? — That is so. 

2859. You personally would not look at your books? 
—I personally would not look at the books to see from 
where the stock came. 

2860. But the record would be in your office? — Yes, 
just the name of the client. 

2861. Tf you happened to be curious as to who had been 
selling to you, you could have looked? — I could have 
looked. 

{The Witness 

Mr. Megaw : You Lordship will remember that the 
last witness yesterday, Mr. Richardson, was asked by your 
Lordship to produce certain information which he said 
he could produce this morning. Just before the Tribunal 
sat this morning Mr. Richardson came to me personally 
and started mentioning something to me about the state- 
ment. I told him he had misunderstood and that the 
statement was not for me, but for the Tribunal. I men- 
tion that in case Mr. Richardson should be here now and 

Mr. James 

Examined 

2868. Are your names James Hurst? — Yes. 

2869. Do you live at 1, Winchelsea Rise, South 
Croydon? — I do. 

2870. Are you a partner in the firm of stockbrokers, 
Richardson & Glover?-— I am. 

2871. I think you are a dealing partner of the firm, 
are you?— No, that is not correct. We do not have what 
is sometimes called a “ dealing partner ” or dealing 
partners. 

2872. I am sorry if I used the wrong term ; I only 
meant, do you deal? — Very, very rarely. 

2873. Let us come to one of the very, very rare 
occasions. On Wednesday, 18th September, were you on 
that very rare occasion dealing in certain transactions? — 
No, I was not actually dealing myself. It is probably a 
misunderstanding of terms. 

2874. Shall we ask you what happened on the after- 
noon of the 18th September? Did a Mr. Young of 
Matheson & Company speak to you on the telephone? 

— Yes, he did. 

2875. At what time? — Approximately 3.50. 

2876. What did he say? — He said he wanted to do some 
gilt-edged business, and I am fairly certain that he said: 

“ Can I deal? ”, and I said “ Yes 

2877. “ Can I deal? ” ; what did you understand that 
to mean? — Well, it is a question which is invariably asked 
by our clients if they telephone after the House has closed, 
just as a matter of form and courtesy, because they know 
that if we do deal we must deal on the telephone. 

2878. It is asked by clients who regularly deal after 
the House is closed? — No, it is regularly asked by clients 
who deal after the House is closed. 

2879. If there is a distinction, let me understand what 
it is. Do you have clients who not infrequently deal with 
you after the House is closed? — We have a few clients, 
but they do not regularly deal after the House is closed. 

2880. I am afraid I am not making myself clear to 
you. Is Mr. Young, or his company, a client who 
occasionally deals with you after the House is closed? — 

I cannot recall an actual occasion, but I do not doubt, 
in fact I am sure, that we have in the past dealt after 
hours. 

2881. As you yourself only handle business very rarely, 
does it happen that you yourself have ever previously 
done business with Mr. Young? — May I correct that 
statement? 

2882. Have you ever done business with Mr. Young 
before? — No, I would like to correct the first statement 
first. 

2883. Do, please? — It is not that I do not handle 
business regularly or only handle business rarely, but 
when you asked me if I dealt, I understood you to use 
that word in the Stock Exchange sense, that I actually 
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2862. So that it might well be known on the market 
within a few days if there had been a lot of selling, who 
had been selling? — Yes. The name of the client would 
be known, just the bare name. 

2863. Let me take another hypothetical case. Supposing 
one of the jobbers felt a little sore that he had some- 
thing unloaded on him, he could find out, could he not, 
who had unloaded it just by looking at his books? — 
Eventually. 

2864. Within two or three days? — When the stock was 
delivered he could find out. 

2865. That is within two or three days? — Yes. 

2866. Chairman'. Of course, you would only see the 
name that was on the transfer? — We would only see the 
name that was on the transfer. 

2867. You might never discover who that person, in 
turn, was acting for? — We might never discover it. We 
would only see the names on the transfer deed, and 
invariably it is a nominee. 

withdrew .) 



should not have got into touch with the Secretary or the 
Treasury Solicitor. 

Chairman : Do you know, Mr. Attorney, whether 
Mr. Richardson _ has it? You remember that you asked 
him, and he said he thought he could let you have a 
list in the morning. 

The Attorney-GctKral : He may have mistaken my 
learned friend, Mr. Megaw, for me, I do not know. 

Hurst, sworn 
by Mr. Winn 

closed the transaction with the jobbers — which is what 
is understood in the Stock Exchange. 

2884. And the sense in which I intended to use it. 
Now will you answer my question? Had you before 
the afternoon of the 18th September done business with 
Mr. Young of Mathesons?— Would you ask me again? 

2885. Have you personally on any, and what occasion, 
before Wednesday, 18th September of this year, done 
any stockbroking business for Mr. Young of Mathesons? 
— On very many occasions. 

2886. On any of those very many occasions was the 
time of the business after the Slock Exchange was closed? 
— That is a question which I cannot answer from memory, 
but I do recall in the past having dealt for him after-hours, 
because I can remember now that on such occasions ha 
has asked me whether or not it was possible to deal. 

2887. Every .time you have done business for him after 
the House was closed he has always asked, I think you 
said as a matter of courtesy, whether it was possible to 
deal? — That is an impossible question to answer, because 
one cannot remember so far back, but I t hink it is fair 
to say that Mr. Young would normally ask me, if he 
was asking me to effect a transaction for him after half 
past three, whether or not it was possible to deal. 

2888. I am sure I am being incredibly stupid and long- 
winded and slow, and that is why all this is taking so 
much time. Just answer this simple question, will you: 
when, if ever, during .the year 1957 did you do any busi- 
ness with Mr. Young of Mathesons before Wednesday 
afternoon, 18th September, iin gilt-edged? — The last trans- 
action I can recall — and I have a record of it here — was on 
the 19th August, 1957. 

2889. Was it a sale that he was effecting through you? 
— That was. 

2890. What was the quantity?— £457,840. 

2891. Of what?— Of 3 per cent. Savings Bonds 1955/65. 

2892. That was on behalf of Matheson & Co? — On 
behalf of Matheson & Co. 

2893. Was that before or after the House closed? — 
That was during the morning of that day. 

2894. Was there any day in this year when Mr. Young 
had done business through you after the House was 
closed? — I cannot answer that question, because I do not 
remember, and, even looking at our records in the office, 
we can never be sure that in fact any business had been 
done after hours. 

2895. On this occasion it was a telephone call received 
by you after the Stock Exchange had closed on the 18th 
September? — Yes. 

2896. He asked you whether he could deal?— Yes. 

2897. Did you say at once “Yes”?— Yes. 

2898. It was not necessary for you to make any 
inquiries before answering? — No, because we would norm- 
ally expect to deal at that time without any difficulty. 
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2899. Quite a normal mode of business? — Yes. 

2900. Did you tell him that if he did deal, then he might 
find the prices unfavourable? — No. I did not expect to 
find them unfavourable. 

2901. You had no impression at 3.50 that the market 
had weakened before the close? — No. 

2902. Had you been in the House until it closed? — No. 

2903. Had you been in the House that afternoon at all? 
— It is an invariable practice of mine to go through the 
House at about 2 o’clock. 

2904. Was your impression at that time that the market 
had begun to weaken? — No ; my impression was that the 
gilt-edged market had been improving during the day and 
closed more or less on that tone. 

2905. Did Mr. Young tell you at once when he spoke to 
you on the telephone at 3.50 that he was a seller? — I do 
not think there was any preliminary conversation apart 
from the straight-forward giving of the order : “ I wish 
to sell some gilt-edged stocks,” and then I took the details 
down. 

2906. What did he then tell you that he wanted to 
sell? — £26,500 3 per cent. Savings Bonds 1960/70, £20,000 
3} per cent. Australia Stock 1961/66, £53,130 3 per cent. 
Savings Bonds 1960/70, £57,216 3 per cent. Savings Bonds 
1965/75, £1,612 3 per cent. Savings Bonds 1960/70, and 
£27,111 3 per cent. Savings Bonds 1965/75. 

2907. To what jobber did you make enquiries? — I did 
not make any enquiries personally. 

2908. How did you arrange for them to be made? — I 
passed these orders to one of my authorised partners. 

2909. Is that Mr. Astley Beer? — That was. 

2910. Did you tell him to what jobbers he was to 
address the enquiry? — No. 

2911. You left that to him, did you? — Yes. 

2912. Did you tell Mr. Young that you would call him 
back, or did you keep the line open while Mr. Beer made 
enquiries? — Mr. Young rang off directly he had given the 
orders, and it is always understood that when the business 
has been done it will be reported back by telephone. 

2913. Did you ask Mr. Young whether it was his wish 
to sell that night for certain, or whether you could keep 
the order open till the next day? — Not that I can recall. 
I do not think it arose at all. 

2914. Did Mr. Beer give you just one buying price that 
the jobber was offering for each of those securities? — No, 

2915. What did he give you? — I think I can best explain 
that by saying that after having passed these orders to Mr. 
Beer I waited for about twenty minutes. Then I went into 
the dealing room to see what progress he was making — 
because after-hours business always takes a certain time 
longer than a normal dealing in the House because of 
the telephone position. When I arrived in the dealing 
room, Mr. Beer had already sold the Australia Stock 
and was in the process of obtaining further prices for 
the Savings Bonds. 

2916. Do you mean by that that he was going to other 
jobbers on the telephone for competitive bids? — It is 
the normal practice to obtain prices from all dealing 
jobbers in all stocks before dealing. 

2917. With what jobbers does your firm normally com- 
municate before dealing? — I presume that this is entirely 
directed to Government Stocks? 

2918. Government Stocks, yes? — Well, we would 
normally approach Wedd, Jefferson, Ackroyd & Smithers 
and Francis & Praed, in the case of doing business of 
this nature in British Government Stocks. There are, 
of course, others. 

2919. Are you aware whether on that particular after- 
noon those were the jobbers — or shall I have to get that 
from Mr. Beer? — I am aware that those were the jobbers 
we approached. 

2920. Those three were approached? — Those three were 
approached. 

2921. In the end you were able to get by enquiry of 
those three jobbers the best price that any one of the 
three of them was offering you ; you knew what was 
the best price they were offering?— We knew at the actual 
time we obtained the quotation that that was what the 
jobber would have offered for that stock, but. we could 
not be sure that if we telephoned him subsequently we 
would get the same price. 

2922. But is there not an arrangement for keeping it 
open for a few minutes?— Arrangements can be made, 
but they were not made in this instance. 

2923. Having got from those three jobbers the best 
price the three of them were offering for any one of 
those stocks, did you tell Mr. Young over the telephone 
at what price you could sell those stocks for him?— No 
I did not get in touch with Mr. Young at all until the 
business had actually been done, 
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2924. He left you with an open authority to sell at the 
best price you could get? — Yes. That is quite usual. 

2925. I did not ask you for the comment, but whether 
that is what happened? — I am sorry. 

2926. Is that what happened? — That is what happened. 

2927. Did you tell him what price, or probable price, 
you expected to get? — I cannot recall having done so. 

2928. I want to understand this. Did Mr. Young simply 
telephone you and say: “Sell these securities for what- 
ever you can get for them ”? — Unfortunately I cannot 
recall word for word our telephone conversation, but he 
may have asked me how the gilt-edged market closed. 

2929. Did he? — That I cannot recall. I probably had 
fifty telephone conversations in the course of a day. 

2930. Did you know at 3.50 how the gilt-edged market 
in these securities had closed? — I would have told him 
that as far as I knew, the gilt-edged market had been 
going better than during the day, and I would have 
thought it was steady. 

2931. I am sorry, but I am simply not following you. 
You had been through the House at about 2 o’clock? — 
Yes. 

2932. You thought the tone was still firm then? — 
Steady. 

2933. The House remained open for about another 
1} hours. You were not there. Did you ascertain before 
3.50 how the market had closed in gilt-edged stocks? — 
Yes. I am always told by my authorised partner. 

2934. Would you have the prices in front of you on 
your desk? — I always have the prices given to me after 
the close. 

2935. So when Mr. Young phoned you, you would 
have the closing prices in front of you? — 1 would in 
fact have them in front of me. 

2936. Have you any knowledge of any change between 
3.30 and 3.50?— No. 

2937. So you read to him, did you, the closing prices 
of these securities? — I cannot particularly recall having 
read these prices to him, although he may have asked 
me what they were. 

2938. Have you the closing prices with you here? — 
No. 

2939. Do you now remember what was the comparison 
between the closing prices for these securities and the 
price at which you sold them on behalf of Mr. Young? 
—No. 

2940. Had it gone down? — That I cannot recall. All 
I know is that the prices appeared to have been better 
than they were on the previous day when I had quoted 
some of these stocks to him. 

2941. When you had done what? — On the previous 
day I had quoted the price of one of these stocks to 
Mr. Young. Therefore I have a record of it. 

2942. Which was it? — The stock was 3 per cent. Savings 
Bonds 1960/70. 

2943. What was the price the previous day? — 7614 
to 76}. 

2944. This sale was at 764, was it not?— That is correct. 

2945. And it was not to any one of the three firms 
of jobbers that you have mentioned, but was to the firm 
of Wedd & Owen? — That is correct. 

2946. How did that happen — or do you not know? — 
Yes, I was present when the bargains were actually closed 
with the jobber. 

2947. You had gone into the dealing room? — I had 
gone into the dealing room. 

2948. Does it follow from that that Wedd & Owen’s 
price was better than the price offered by any one of 
the three leading firms of jobbers that you have 
mentioned? — It does follow, and it was better than any 
price that we could then get from only one jobber, because 
we had been unable to get in touch with the other two 
jobbers. 

2949. They had gone off the line, had they? — They 
had either gone off the line, or the telephones were 
engaged. You will have to ask Mr. Beer about that. 

2950. Would you just look at these photostat contract 
notes and tell me whether they appear to be photostats 
of the original contract notes for these transactions? 
(Same handed to the witness.) Just check with me, will 
you : a sale of £26,500 3 per cent. Savings Bonds 1960-70 
at 76} to Wedd & Owen — in fact, the contract note will 
not show to whom it is sold? — Yes. it does. 

2951. Is that right? — Yes. 

2952. £53,100 of .the same stock, at the same price, 
to the same jobber? — £53,130. 

2953. £57,216 3 per cent. Savings Bonds 1965-75 at 
70} to the same jobber? — Yes. 

2954. £27,111 of the last mentioned stock, at the same 
price, to the same jobber? — That is correct. 
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2955. Did you, so far as you remember, personally have 
any other enquiries from clients wishing to sell gilt- 
edged securities after the House closed on the 18th Septem- 
ber? — I had none at all. 

2956. Was business particularly brisk for your firm of 
brokers that afternoon? — I can only speak for myself. I 
do not recall what the other partners were doing. I was 
not particularly busy on this sort of business. 

2957. Had you any expectation yourself that there 
might be a change in the Bank rate the following day? 
—No. 



2J58. It came as a complete surprise to you when the 
announcement was made— or had you during the fore- 
noon of the 19th begun to think it a possibility? — I had 
not seriously considered it. 

2959. You had begun to consider it, had you, during 
the early hours of the 19th?— From the financial comment 
which I had seen in the Press. 

. 2 ? 60 ; In what papers?— In the Financial Times par- 
ticularly. 

r, 2 ?. 61 - And the Daily Telegraph!— I had not read the 
Daily Telegraph. 



Cross-examined 

2962. I think you have given the closing prices for some 
of the stocks. Did you give the closing price for the 
Australia 3J- per cent.? — No, I would not have that avail- 
able. The only closing prices of the gilt-edged market 
which I would normally have available at half-past three 
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would be the British Government Stocks. 

2963. Have you got a record of the price at which you 
sold the Australia 3-i- per cent., or the price at which the 
deal was concluded ?— The deal was actually concluded 
at 84*. 



By The 

2964. Chairman : I suppose you knew Mr. Young quite 
well as a client? — Yes. 

2965. You say he rang you up on the 17th, first of all, 
did he? — Yes. I have a record of that, on the Tuesday. 

2966. And he asked you to get a quotation for him? — 
He asked me to get a quotation for him for three gilt- 
edged stocks. 

2967. Which were they? — 3 per cent. Savings Bonds 
1955-65, 3 per cent. Savings Bonds 1960-70, and 3 per 
cent. War Loan 1955-59. 

2968. Did he tell you then that he might want to sell? 
— No. We would normally assume that he was interested, 
but we would not know whether he was a seller or a 
buyer. 

2969. I am asking you : on that occasion did you gather 
whether he wanted to sell or to buy? — No. 

2970. Did he tell you anything as to why he was ringing 
up?— No. 

2971. Then the next you hear from him is at 3.50 
the next day, the Wednesday, is that right?— No, I 
regularly telephone to Mr. Young in the morning with 
a general market picture. 

2972. That is a daily occurrence? — A daily occurrence. 

2973. When does that take place in the morning? — 
Between 10 and 10.30 a.m. 

2974. Before the House opens? — After the House is 
open. 

2975. So you rang him up on the Wednesday morning, 
did you? — Yes. 

2976. Did he ask again about these same stocks? — 
No, but I would give him a general outline of what was 
happening in the gilt-edged market. 

2977. What did he say?— I cannot recall anything par- 
ticular he said. 

2978. Did he ask you to keep your eye on anything? 
—No. 

2979. Or give you any instructions? — No. 

2980. And the next was at 3.50? — Yes. 

2981. I suppose you remember very well what he said 
at 3.50, do you?— No, I do not particularly recall any- 
thing that was outstanding or unusual. 

2982. Is it not true that your firm had had no dealings 
in gilt-edged securities at all that day? — No, it is not 
true, not in gilt-edged. 

2983. I am talking of amounts over £5,000?— That 
probably is true in that case. 

2984. Of course, for amounts over £5,000, these would 
be your first instructions that day from anybody in regard 
to gilt-edged securities? — No; we had some purchases 
which arc in this statement. 

2985. The first instructions to sell that day any gilt- 
edged securities over £5,000?— May I correct that state- 
ment I made: I see those purchases were on the 17th 
September. 

2986. Let us get it quite clear. These were the first 
instructions on the 18th that you had received, either 
to buy or sell gilt-edged securities over £5,000?“ — Yes. 

2987. And presumably it is something which has stuck 
in your mind?— I think if these proceedings had not taken 
place, it would not have particularly stuck in my mind. 

2988. Is it right to say that you had no instructions to 
sell any gilt-edged securities at all on the 19th — again 
over £5,000? — That is so. 

2989. So we get at 3.50 instructions for these com- 
paratively large sums as the only instructions over the 
period of the 1 8th and 19th? — Of over £5,000, yes. 

2990. And they were dealings after-hours? — Yes. 

30671 
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2991. Looking back the next day, or two days later or 
three days later, did it not strike you as rather odd? — 
Not particularly, no. 

2992. When you say “noL particularly” it did strike 
you as odd in some particular, in some respect? — No, 
there was nothing about those particular instructions which 
made them any different from any other instructions. 

2993. Have not you ever thought since “It is very 
odd ; those are the only instructions I had those two 
days”? — Oh no. 

2994. And they were after-hours? — These orders 
which I had were very similar to ones which I carried 
out a month previously, and are typical of the type of 
order which I would normally get from Matheson & Co. 

2995. Let us see what you can remember of Mr. 
Young’s instructions. He mentioned the two lots of 
Saving Bonds and the Australian stock, and he asked 
you to sell?— Yes. 

2996. What exactly did he say — “Sell at best”? — I 
cannot exactly recall his words, but I certainly gave the 
orders to my authorised clerk to sell the stocks at best. 

2997. As far as you know, he had no quotation, for 
instance, for the Australian stock? — So far as I know 
that is correct. 

2998. Did he ask you for your advice? — No. 

2999. And you did not tender any advice? — No. 

3000. Of course, in the ordinary way you would agree 
that if you are a seller of gilt-edged securities you would 
get a closer price and fairer price on the floor of the 
House? — I would prefer to deal on the floor of the 
House from that pount of view. 

3001. Did Mr. Young make it clear that he wanted them 
soild that night? — He did not particularly press me, but 
I rather got the impression that he probably wanted to 
cable the prices if I dealt. 

3002. Put it another way : did he say : “ Continue the 
order on Thursday if you cannot complete it”? — We 
had not reached that stage ; he certainly did not say those 
words. 

3003. Then you give instructions to Mr. Beer, and he 
carries on while you are in another room? — That is right. 

3004. And when you go into see him next, you find 
that he has already sold the Australian stock? — Yes. 

3005. He never referred the price to you? — No. 

3006. But is this right, that when it comes to selling 
the Saving Bonds, he does consult you?— No, it just 
happened that owing to the lapse of time between passing 
the orders to my authorised clerk, Mr. Beer, and not having 
heard from him on our internal telephone system, I walked 
into the dealing room to see what progress he was making. 

_ 3007. That was accidental? — Quite accidental. 

3008. In fact, did he consult you on the price before 
he closed the deal? — Of the Saving Bonds? 

3009. Yes?— Yes. 

3010. While he was still on the telephone to Mr. 
Spooner? — I was standing in front of him. 

3011. Did you check the price with the closing price 
which you had had?— No. 

3012. I do not follow. Of course it is folr you to safe- 
guard the interests of your client? — Quite. 

3013. Mr. Young had had prices on the 17th. You 
had given him the general picture on the morning of the 
18th, and when he rang up at 3.50 he never asked for 
any prices and you never told him any ; is that right? — 
I cannot toll you exactly whether or not I had previously 
rung him. I rather feel — it was a little early, but I also 
rang him every day after the market 'had closed. 

T> 4 
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3014. We had not heard that before. So when, on this 
occasion, did you ring him after the market had closed? — 
3.50 is a little early, it is usually nearer 4 o’clock. I 
cannot recall on that day whether I had or not already 
told him what I thought the market was closing at. It 
is quite impossible to recall that now. 

3015. Did you look when Mr. Beer referred the price 
to you. You say you did not compare it with the closing 
prices? — I did not compare it with my own closing prices 
because I had in front of me his complete record of all 
die prices he had got from the other three jobbing firms, 
and the prices he then had from Wedd & Owen and on 
the basis of those prices the bid which Wedd & Owen 
then made for the stock was the best possible price and 
we dealt accordingly. 

3016. Have you realised since that if Mr. Spooner is 
right, it was 3/8ths. below the closing price, talking of 
Saving Bonds? — I had not actually checked that figure. 
It did not strike me at the time certainly. 

3017. Mr. Milner Holland : I am sorry, I do not under- 
stand either. I follow that you compared the Wedd & 
Owen price with the other prices that were being offered 
by other jobbers at the time, but did not you think it 
was important to compare the price Wedd & Owen were 
offering with the closing price? — No. If I have an order 
to sell at best, I must sell at best. 

3018. That is the other question: what were Mr. 
Young’s instructions? Did he give you carte blanche? — 
To sell at best, which is virtually carte blanche ; but in an 
order of this nature- there is an understanding between 
a broker and his client, that the broker has this discretion, 
and after years of contact between the broker and his client 
they trust each other and know what the other will do, and 
what the other wants. 

3019. What did you know that Mr. Young wanted, 
except that he wanted to sell these stocks? — He wanted to 
sell these stocks at best Had the price been five points 
down, quite obviously I would have referred, but the prices 
were fairly close to prices which I already had dn my 
book for the previous day. In fact they were better than 
that and I did not myself think that the market was par- 
ticularly weak when I obtained the orders ; I thought 
it was quite firm and I had not considered the possibility 
of prices being down. 

3020. Do you mean the Tribunal to take your illustra- 
tion of five points down seriously? — Oh no. 

3021. I mean five points down would have been a 
catastrophic fall, would it not? — It would. 

3022. What would you have done if the price had been 
half a point down — referred or not referred? — I might 
have referred ; it depends on the circumstances at the 
time. 

3023. I am interested in another of your answers. I 
think you were asked whether you remember these transac- 
tions, and you said that if these proceedings had not 
taken place you would not have remembered? — No. 

3024. Did you mean that? — Oh yes. After all, in the 
course of a week we probably do a few hundred 
transactions. 

3025. Let me put to you what I have in my mind. 
These transactions were very much in your mind, were 
they not, within a few days of their being carried out? 
— -They were then, yes. 

3026. It is not true that the transactions did not come 
back to your mind until these proceedings took place. 
They were very much in your mind within three or four 
days of the bargains being struck, were they not? — 
In view of the publicity in the Press, yes. 

Re-examined 

3053. You have said that you telephoned to Mr. Young 
every day after closing time; that is right, is it not?— 
That is right. 

3054. Did you do that also on the 19th after the rise 
in the Bank rate had been made? — You mean immediately 
after the rise in the Bank rate? 

3055. In accordance with your usual practice?— I would 
normally endeavour to telephone Mr. Young" as soon as 
I knew the Bank rate had been raised. 

3056. Did you?— I cannot actually recall doing so, 
because there are also at least five other people I would 
notify. 

3057. Did you speak to him that afternoon?— I think 
I must have done. 

3058. Did you discuss the rise in the Bank rate with 
him? — I think j{ would be fair to say that I discussed 
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3027. Not really publicity in the Press, surely. Wedd 
& Owen complained of abuse of dealings after hours, 
did they not? — Yes. 

3028. You knew that? — Yes. 

3029. You knew you had sold to Wedd & Owen? — 
Yes. 

3030. And you knew you had sold after-hours. So 
these transactions were transactions to which your atten- 
tion was called within a few days? — That is so. 

3031. You, of course, looked back at them? — Quite. 

3032. Did you discuss the matter with Mr. Young? — 
Inevitably I discussed it with Mr. Young, but I cannot 
remember when we first discussed it. 

3033. After Messrs. Wedd & Owen complained of abuse 
of the facilities for dealing after hours, did you discuss 
these deals with Mr. Young? — They were referred to 
between us. 

3034. Mr. Veale: How well do you know Mr. Young? 
— I feel I know him quite well. 

3035. Have I understood correctly: you talk to him 
on the telephone every day? — That is right. 

3036. And you actually gave him quotations of the 
stocks w'e are talking about on the Tuesday? — Only one 
of the stocks. 

3037. Can you tell me what that was? — That was 3 
per cent. Saving Bonds 1960/70. 

3038. What was your quotation? — 76{£ to 76J. 

3039. Then there was the ordinary usual conversation 
on the morning of the Wednesday, is that right? — Yes. 

3040. Did you give any quotations of any stock at that 
time? — I always do quote quite a number of stocks in 
which I know he is interested, but not particularly these 
stocks. 

3041. Did you get the impression he was wanting to 
sell? — Do you mean at the time of giving the order. 

3042. No, on the Wednesday morning? — No. 

3043. Do you remember one way or the other whether 
you did ring him up after the market closed, or whether 
he rang you? — He rang me to give me these orders ; I 
am quite certain of that. What I am not certain of, is 
whether or not I had already reported the close of 
markets to him. On balance I should say I had not. 

3044. After you had spoken to him, you gave instruc- 
tions to Mr. Beer? — Yes. 

3045. What instructions did you give him? — To sell 
— and then I read the stocks out — at best. 

3046. To sell at best: those were the instructions that 
you passed on to Mr. Beer? — Yes, and which he would 
understand. 

3047. Did you use the words “ at best ”? — Yes, I must 
have done ; I would do it automatically. 

3048. Is it written down in a book somewhere — “ at 
best”? — No, but we have a system: if there was a limit 
actually placed on the order, I would have a note of that 
limit. 

3049. Then it was Mr. Beer who was getting the prices 
from the jobbers. Wedd & Owen’s price was the best 
price?— rAt the time of dealing. 

3050. What was the sort of difference between Wedd & 
Owen’s price and the others? — I have not got the evidence 
in front of me ; I think Mr. Beer could answer that. 

The Attorney-General'. Would your Lordship allow 
me, arising out of that, to ask one or two more questions? 

3051. Chairman: Might I get one factual matter out 
of the way? I do not think we have had it, but the 
£20,000 Australian was sold to Akroyd & Smithers?— 
That is correct. 

3052. And all the Savings Bonds, as we know, to Wedd 
& Owen? — Yes. 



3059. I am only asking about your conversation with 
Mr. Young. Did you congratulate him on his good 
fortune in selling these stocks the night before? — I cannot 
recall doing so. 

3060. You must have discussed that with him then, 
must you not, in all probability?— No, I would not say 
that. 

3061. You would not say so? — No. 

3062. He had been very fortunate, had he not, in getting 
you to sell them for him so speedily the day before the 
Bank rate rose? — He was fortunate, but it was quite 
fortuitous, I assume. 

3063. Did you congratulate him on his good fortune? 
—No, 
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the rise in the Bank rate with everybody I spoke to on 
the telephone that afternoon. 
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3064. I did not ask whether you thought it was 
fortuitous or not, but did you congratulate him on his 
good fortune? — I definitely did not congratulate him. 

3065. Have you any recollection of what he said to 
you, or you said to him on that Thursday afternoon? 
— None at all. 

3066. At that time you did not know that Wedd & 
Owen were going to issue a circular saying their facilities 
had been abused? — No. 

3067. I want you to deal with one other matter. 1 
am not sure I heard you correctly. The day before, 
the 17th, you say Mr. Young had asked you to quote on 
the telephone?— I can say that definitely, because I have 
the record of it in my rough book. 



3068. I thought you said, indeed I am sure you did, 
that he asked you to quote for three different types of 
stock ; is not that right?— No, they are all the same type 
of stock ; three different stocks. 

,,3069 What were they?— 3 per cent. Saving Bonds 
1955-65 ; 3 per cent. Saving Bonds 1960-70 ; and 3 ner 
cent. War Loan 1955-59. ^ 

3070. Did you quote him for the three, or only for one 
of them? — For all three. 

3071 . What time of day did this conversation take 
place?— I can only tell by the juxtaposition of the writing 
in the book that it was probably in the afternoon after 
lunch. 

3072. Before closing time, or after closing time?— 
Before closing time. 



'(The Witness withdrew .) 
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3073. Your full name is Charles Edward Astley Beer, 
and you live at Gilmaran, The Highlands, East Horsley, 
Surrey? — Yes. 

3074. You are an authorised clerk, are you? — Yes. 

3075. Of Messrs. Richardson & Glover, Stockbrokers? 
—Yes. 

3076. Is an authorised clerk a clerk who can deal on 
behalf of the firm of brokers, so as firmly to commit his 
principal? — Yes. 

3077. I suppose you are known as such in the market 
and to jobbers? — Yes. 

3078. Do you recall the afternoon of Wednesday, 18th 
September of this year? — Yes. 

3079. In the ordinary course of your duties, did you 
receive instructions from the last witness, Mr. Hurst, to 
make enquiries of some jobbers. I am talking now of 
the time round about ten minutes to four that afternoon? 
— I received instructions to sell some securities. 

3080. That would involve your obtaining prices for 

them, would it not?— That is correct. 

3081. What were the precise instructions that Mr. Hurst 

gave you?— He asked me to sell £81,000 Savings 1960-70, 
£84,000 Savings 1965-75 and £20,000 Australia 34 per 
cent. 1961-66. * 

3082. Did you receive the instructions verbally or in 

writing? — Verbally over our inter-communication 

telephone. 

3083. Did you make a note when you received them? 
— Yes. 

3084. Have you the original note? — Yes. 

3085. Might I see it (same handed). At what price did 
Mr. Hurst tell you to sell? — I had no instructions on 
price, other than he said “ at best 

3086. Are these actually the notes you made as you 
were given the instructions? — Yes. 

3087. I was wondering that they should be so neat 
frankly. Of course, the final column was not written 

then, it was written afterwards?— The first two columns, 
the amount and the stock, are written at the time ; by 
which column it is in, I know whether it is to buy 
or sell ; and the remainder is written in when I deal. 

3088. And the final product is complete, neat and seems 
one single unified document? — That is it. 

3089. He told you to sell those three at best?— Yes. 

3090. What did you then do? — I then proceeded to get 
on to certain jobbers through our Exchange Telegraph 
telephone system, and I obtained prices for them. 

3091. You noted the prices down as you obtained them, 
or not? — Yes, I have that on another slip here. 

3092. You obtained and noted down at the time, prices 
from three firms of jobbers, Akroyd & Smithers, Francis 
& Praed and Wedd Jefferson? — That is correct. 

3093. Can you give us those respective prices, giving 
the jobber’s name, and then the price for each of the 
securities?— You mentioned Akroyd first. In the Saving 
Bonds 1960-70 he made me 77 to 4. Francis & Praed 
made me 77 to 4- Wedd Jefferson made me 77 to 

or 4 to 4 in larger amounts. In the Savings Bonds 
1965-75 Akroyd made me 704 to 4- Francis & Praed 
made me 4 to 4 and 4 to 4 in a smaller amount. Wedd 
Jefferson made me to 4 in the smaller amounts or 
4 to 4 in the larger amounts. In the Australian stock 
Akroyd & Smithers made me 4 to 4 in £10,000 or 4 to 4 
in £20,000. Francis & Praed made me 844 to 4 . Wedd 
Jefferson made me 844 to 4 on £25,000. 

3094. Having obtained those prices, did you then refer 
back to Mr. Hurst? — No, I proceeded to try to deal. 
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3095. But did you? I thought you then asked Wedd & 
Owen?— Not immediately. I tried to get back to some 
of these and found that in the case of Francis & Praed 
and Wedd Jefferson, they were not available. I cannot 
recall whether they were engaged or gone home. One I 
know had gone home, had closed down. That left me to 
get on to Akroyd, who then made me a wider price, a 
price that I did not consider satisfactory and I felt that 
I should be able to do better than that. Then I felt that 

^ aS ° nly ri8ht ' that 1 should tf y elsewhere with some- 
body we had dealt in a largish amount with before, at 
times. So the next one to come to my mind was Wedd & 
Owen. 

3096. They are one of the smaller firms of jobbers? 
—They are not as bfg as these, but we have dealt in 
quite large amounts. 

. 3097. But if you were to range jobbing firms, at the 
time, in order of magnitude, the three that you went to 
first would be at the top, and Wedd & Owen would be 
pretty well at the bottom, would they not?— Certainly 
the first three, I would agree, would be at the top. 

3098. I am not talking in the least in a derogatory way 
of Wedd & Owen, but merely in magnitude of business? 
—Yes. I would not say at the bottom though. 

3099. I said near the bottom. If one looks at the 
dealings for the day, that would seem to be borne out. 
Is not that your experience?— I would not have put them 
so low down as that. In my experience, I think I should 
have put them somewhere nearer the middle than the 
bottom. 

3100. Very well, nearer the middle. You thought of 
them because you had had dealings with them from time 
to time in such transactions? — Yes. 

3101. How long, in point of lime, what period of time 
was occupied by the telephone calls to the three big 
firms? — At a guess, I think I would say approximately 
ten minutes to a quarter of an hour. 

3102. And in that time you found that Akroyd & 
Smithers had widened their price very considerably? — 
Yes. 

3103. It was apparent to you then, that some change 
was taking place in the market or rather not the market 
but the after-market dealings?— I inferred that he had 
seen another seller. 

3104. He was the first you referred to, or do you not 
remember the actual order?— I do not think he was the 

t j 1 think 1 tried to 8et back first tc> Francis & Praed 
—I do not remember the order— and then tried Akroyd. 

3105. And then Wedd Jefferson? — I am sorry, Wedd 
Jefferson and Francis first. I found them not available, 
and then I tried Akroyd next. 

3106. And Wedd & Owen were quite ready to deal? 
—Yes. I did not force it in any way. 

3107. Was their price a wide one, as quoted to you? 
Not exceptionally ; for the small market they made me 

tor 1960/70’s what I thought was a very commercial 



3108. They made you 764? — Their price for the small 
market for the 1960/70’s was 77* to i- In the large 
market it was 764 to 774, which, on what I had seen from 
o inn P nce . s > * thought to be quite a reasonable price. 
£ nd > * n ^ act > you sold to them two parcels of 
£26,500 Savings 3 per cent. 1960/70 and £53,100 of the 
sa “ e ' Yes ; actually I had that down as one lump. 

3110. You had them aggregated at about £79, 0007- 
Yes. 



D* 
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3111. At 76}?— Yes. . . . 

3112. That is, of course, quite a small quantity; it is 
the small market you call that? — No. 

3113. Over 50,000 do you call ?— Oh yes, that 

would, come into what one would normally refer to as a 
large amount. . . 

3114. Is 50,000 the dividing line?— Well, Sir, it is 

extremely difficult to say. It depends on 

3115. But you would call it a large amount? — I would, 
yes. 

3116 And the other securities in which I am interested 
are the Savings 3s 65/75. You sold those totalling about 
84,000 at 70}?— That is correct. 

3117. In each case without referring to Mr. Hurst tor 
approval?— No. Mr. Hurst came into the room after I 
had done the Australian Bonds, and just about as I got 
on to Wedd & Owen. 

3118. Was the exact position that you sold tne 
Australian stock without referring to him?— Yes. 

3119. He came into the room before you had phoned 
Wedd & Owen?— Yes, before I actually sold. 

3120. Did he suggest your trying Wedd & Owen?— No. 

It was entirely 

3121. You thought of Wedd & Owen? — It was my own 

doing, that was entirely my own doing. 

3122. You thought of Wedd & Owen, but Mr. Hurst 
came into the room 'before you had made the call to 
Wedd & Owen? — No, not before I had made the call. 

3123. While you were on? — While 1 was on. 

3124. Did you place in front of Mr. Hurst in written 

form the prices that had been bid you by the other three 
big firms?— No. If I recall rightly, I merely asked them 
to hold on just for one moment, and as a matter of 
courtesy when a partner comes into the room when you 
are dealing for him, you usually just refer the price to 
him just for the 

3125. I am sorry. I did not malfe myself clear. While 

you were getting through to Wedd & Owen, or beginning 
to talk, Mr. Hurst was already in the room?— I cannot 
recall whether I was actually through to them or not when 
he came in. , . . 

3126. Never mind. He was in the room before you 
agreed the bargain with Wedd & Owen? — Yes. 

3127. Before you agreed the bargain, did you show to 
Mr. Hurst in written form the prices that the big three 



Mr. Charles Edward Astley Beer Sth December 1957 

firms had respectively quoted?— I think he did see my 
notes that I had taken down at the time. 

3128 Did you before closing the bargain with Wedd 
Owen tell Mr. Hurst what they were bidding?— Yes- 
well indirectly, through the paper, he could read it. > 

3129. You had not written down Wedd & Owens 

figures,’ had you?— Yes, I had. „ 

3130. You had the three big firms written down?— 



Yes. 

3131. Before you phoned Wedd & Owen? — Yes. 

3132 Then while you were on the phone to Wedd & 
Owen did you add the Wedd & Owen figures?— I think 
I got them just about that moment. 

3133. Did you write them down? — Yes. 

3134. So that Mr. Hurst then had all the figures before 

him?— Yes. , , .. 

3135 You asked him whether you should close the 
bargain with Wedd & Owen, and he said Yes?— Yes, 
but I would have said to him that I could not get the 
others, as I mentioned before. 

3136. He did not think you should try anyone else?— 
He diid not express any such opinion, no. 

3137. So you were satisfied that that was the best you 
could do? — I was satisfied that it was the best I could do 
at that time. 

3138. And you closed the bargain? — Yes. 

3139. Do help me if you will. In your note here I have 
“ 81 /- ” against the transaction in regard to Savings 60/70. 
What does “81/-” mean, anything at all? — Oh yes. We 
very rarely write all the noughts on thousands. 

3140. It is 81,000?— It is quite normal practice to write 
it as shillings, as you say. 

3141. Yes, 81 and a stroke behind it is really to repre- 
sent, apparently, 79,600? — Yes. 

3142. I follow, and the 20 with a stroke is 20,000 of 
Conversion 3s. You say in the note that the other is 
81,000. What is the meaning of the first column entries? 
There appears to be a “W.E.P.” twice?— Those are the 
initials of the partner who gave me the orders. 

3143. And so we find “ J.H. ’’ against this one?— Yes. 

Mr. Winn: That is Mr. Hurst. Would the Tribunal 

like to see this note? 

( Note handed to the Tribunal.) 

Mr. Megaw: May I a,t some time convenient to the 
Tribunal be allowed to see that note? 



By The Tribunal 



3144. Chairman: There are one or two matters that I 
want to ask you about. Did you get competitive quota- 
tions for the Australian stock?— Yes. 

3145. And you dealt finally with Akroyd & Smnthers? 
—Yes. Well, in the three big jobbers who I asked straight 
away, I got what I thought was a very good price from 
the last one, so there was no need for me to go off the 
phone, and I did it while I was on the phone to them. 

3146. That is what I suspected. Therefore, the last 
one you rang up for quotations was Akroyd & Smithers? 
— Yes. 

3147. Why did you not clinch the other deals with 
Akroyd & Smithers on the same occasion? What I have 
in mind is, that you had your Savings 1960/70? — Yes. 

3148. If I am right, the three jobbers that you con- 
sulted were all prepared to buy at 77? — Yes. 

3149. I may have got your figures down wrongly, but 
I thought 77 was the figure in each case for what they 
would buy at? — Well, on looking again, I rather think 
that in — no, that is correct, on the 60 /70s. 

3150. Let us go by stages. On the 60/70 they each 
quoted you a price of 77 at which they would be pre- 
pared to buy? — Yes. 

3151. You had rung up Francis & Praed, very big 

people, you had rung up Wedd, Jefferson, perhaps the 
biggest, and you came to Akroyd & Smithers, also very 
big, and you had the same price from eaoh? — Yes, but 
I did not 

3152. Why did you not clinch the deal with Akroyd & 
Smithers? — I think the answer to that must be, if I may 
take the other stock as well, I had the hope from Wedd, 
Jefferson in regard to 1965/75 that I might even get it 
for t%, so obviously I was trying to go back again to try 
and do the two lots the same. 

3153. I still do not fallow. You did clinch the Austra- 
lian deal with Akroyd & Smithers. Why not clinch the 
60/70 Savings Bonds? — (After a pause): I cannot remem- 
ber that point, other than thinking that I wanted to do 
the two Savings Bonds together. 

3154. There was no particular merit in doing them 
together? — Not really, no. 



3155. You split the Australian and did that separately? — 

I quite agree. 

3156. And you could have done one lot of Savings 
Bonds separately? — But I cannot recall. There might 
have been some other little point that made me go back 
to them. I would normally in all cases try to deal in the 
best market available, with the best person, whose price 
was best. 

3157. When you got through to Wedd & Owen you got 
a price which was less than any? — Yes, but in my trying 
to get back I could not get back to Wedd, Jefferson, I 
could not get back to Francis & Praed. I got back to 
Akroyd, and he made me } to an }, and Wedd, Jefferson 
then made me } to }. 

3158. Did you point that out to Mr. Hurst? — I think so. 

3159. You say in the ordinary way, when you get an 

order like this from Mr. Hurst, you do not consult him 
again? — If he tells me to deal at best, and so long as the 
price is within reason, I mean, not a long way off what J 
would think he would expect the market price to be 

3160. You understood from him that he wanted you to 
sell at best that evening? — Oh yes. He would have said 
if he had wanted anything else. 

3161. Mr. Milner Holland: Let me make sure that 1 
have the figures right. Akroyd & Smithers quoted you for 
60/70 77 to }?— Yes. 

3162. Wedd, Jefferson quoted you 77 to -fe to } for the 
large one? — Yes, that is right. 

3163. 77-ft or } for a large deal?— That was his quota- 
tion, 77-fe. 

3164. I think you added, “or one-eighth for a large 
amount ”? — Yes. 

3165. Francis & Praed quoted you 77}? — Francis & 
Praed quoted me 77}, yes. 

3166. And you think Akroyd & Smithers was the last 
of the three to be rung up? — Yes, I am sure he was. 

3167. May I suggest an answer to my Lord’s question? 
He asked you why you did not close with Akroyd & 
Smithers, and may I suggest one possible answer to see 
whether you think it a possible one: that all these prices 
were substantially below the market close, and you did 
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not want to delay with any of them. That would explain 
it, would it not? — It would, but I do not recall par- 
ticularly thinking that they were so much below. 

3168. Can you think of any other reason now which 
makes sense? — To be quite honest. I cannot recall that 
particular one. 

3169. Then when you got back to Akroyd & Smithers, 

I gather you could not get Wedd, Jefferson and you 
could not get Francis & Praed, Akroyd & Smithers having 
quoted you 77 to Francis & Praed having quoted you 
77$, and Wedd, Jefferson having quoted you 77 to rg 
to 77$, you thereupon rang up Wedd, Jefferson? — Well, I 
did not feel that was a good enough price, and I was 
trying for a better. 

3170. That was quite a job, I suppose, a matter of a 
quarter of an hour since you spoke to them before? 
— Y es, it would be about that. 

3171. I say “ that is quite a job ” as if I knew something 
about it, but you tell me ; was -that quite a job? — Oh 
yes. 

3172. Then when they quoted you 76$ you clinched it? 
— Yes. 

3173. Do you not feel that that suggests some urgency 
in getting rid of the stock? — Yes, I assure you I wasted 
no time in carrying out this order. 

3174. But one of the questions we may have to con- 
sider is whether this stock was disposed of as a matter 
of urgency. Did you have the impression that it was 
to be disposed of as a matter of urgency? — Well, migl.it 
I say this? If I receive an order erf that size, I regard 
it that I must get on with it immediately and not waste 
any time, no matter when it appears. I would take it as 
a matter of urgency, having regard to the size of it, in 
any case. 

3175. The other expert witnesses have, I think, made 
this point to us — would you agree? — that dealing on the 
floor of the House you would get a closer price, would 
you not? — -Yes, and it would be very much easier to 
conduct than on the phone. 

3176. So unless the market was going wrong, with these 
indications, would you not think it would probably be 
better to leave it until the morning? — No. 

3177. You would not? — No. 

3178. Would you not perhaps, from these indications, 
think : “ I had better get on with it quick, because the 
market is going to open very weak in the morning”? — I 
did not give a thought to the morning. I realised that 
somebody must have sold some stock to put the prices 
down, and if I wanted to sell, then I must do it quickly. 

3179. Could you let us have your little table of notes 
from which you have been quoting? — Yes. 

( Document handed to the Tribunal .) 

3180. Are these also notes which you made at the 
time? — Yes, those are made at the time, but there are 
some irrelevant ones on there, quite irrelevant. 

3181. But in case we have not got them down in our 
notebook correctly, you are content to leave them with 
us? — Yes. 

3182. Mr. Veale: How many jobbers do you ring up as 
a rule when you are ringing round for prices? — Usually 
three. It is difficult to say, but as a rule I work on 

'(The Witness 



the basis of three, and it might be that I am not satisfied 
with the price I get from three, and feel 1 must gp 
further, or it might be that two 

3183. I assume that is something you very frequently 
do all the lime? — Yes. One has to make up one's mind 
on each case. 

3184. Do you make a note every time you are on the 
telephone like this? — Yes, I do. 

3185. So there will be a file, I suppose, in which all 
your notes get put? — Well, I had been in the practice of 
keeping them for a little while and then destroying them. 

3186. How long do you keep them? — Well, I have only 
of late, other than this one, been keeping them for the 
day, or a week at most. 

3187. I want to follow. If we were to go to your 
office now, how many notes should we find? — I think you 
would find three days’. 

3188. Why was not this destroyed? — Well, I think as 
soon as some remark was made by Wedd & Owen it 
was deemed advisable to keep that one. 

3189. When was it that you knew that a remark had 
been made by Wedd & Owen? — I only heard it on the 
day when I heard the letter come out. I do not recall 
which day. 

3190. That would be the 24lh, or possibly the 25th 
September. You kept these notes several days? — Well, 
as a matter of fact, I had not personally kept that one. 

3191. Who had? — I think in that case there were some 
other prices on that slip as well, and I think I had 
given the whole page to Mr. Hurst, and he hung oif 
to it. I think there are some other things on the bottom 
of it he wanted as well. 

Chairman: I think we will have these marked as 
exhibits, and then Mr. Megaw would like to see them. 

(Mr. Beer’s notes made Exhibits 3 and 4.) 

(Exhibits 3 and 4 handed to the witness.) 

3192. Chairman: Mr. Beer, in fairness to you, in your 
last answer you said about some other things being on 
the notes, and the note of quotations has a reference, I 
think, to a rubber share and something else? — Yes. 1 
think there are two rubber shares. 

3193. So that we have it on the Shorthand Note, what 
are the other quotations referred to? — The rubber shares. 

3194. Something other than the Australian and the 
two lots of Savings Bonds? — The other stock that is 
mentioned on here is Knitmaster, but it has nothing what- 
ever to do with this, it is entirely independent. 

3195. And anything other besides that? — Federated 
Selangor and Sungi Kruit. 

Chairman: Let them now be handed to Mr. Megaw. 

(Documents handed to Mr. Megaw.) 

Chairman: Mr. Megaw, may you want to cross- 
examine or ask questions on those documents? 

Mr. Megaw : I should like, if I may, to reserve it. 

Chairman: Then we will go on with another witness, 
and perhaps Mr. Beer would stay here until the adjourn- 
ment at 1 o’clock in case Mr. Megaw wants to ask 
something about that. 

Mr. Megaw: I think it is unlikely, but I should not 
like to say definitely at this moment. 
withdrew .) 
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3196. Is your full name Harold James Young? — Yes. 

3197. Are you a Chartered Accountant? — Yes. 

3198. Are you employed as Chief Accountant by 
Matheson & Co.? — Yes. 

3199. Of 3 Lombard Street? — Yes. 

3200. I am going to take you through the statement you 
have made, and then when you have given evidence in 
relation to that statement I propose to ask you certain 
further questions. How long have you been so employed? 

I have been employed by Matheson & Co. since the 

19th October, 1954. 

3201. Do your duties include the handling of all 
purchases and sales of investments on behalf of clients? 
—Yes. 

3202. Have Matheson & Co. acted as London corres-. 
pondents to Jardine, Matheson & Co., Ltd., and their 
associated companies, for the past 100 years or so? — 
Yes, I think from 1848. 

3203. Now I want to come to Monday, 16th September, 
1957. Did you attend a meeting -in the office of Mr. 
W. J. Keswick, the Chairman of Matheson & Co., that 
morning? — I did. 

30671 



3204. At what time? — Approximately 10 o’clock. 

3205. Who else was there? — My recollection is that 
when I entered the room only Mr. W. J. Keswick was 
present, and he then called into the room Mr. Flint and 
Mr. Reid. 

3206. Are they Directors? — Yes. 

3207. Did Mr. Keswick read something over to you? 
—He had in front of him a piece of scribble pad and 
he read me out what he had written on that pad. 

3208. Did you see what he had written on that pad? 
— He read it to me, then he actually gave it to me, 
handed it to me. 

3209. Could we have a copy of the document marked 
“ H ”, of which photostats have been supplied? They 
are attached to A.13. (Document handed to the witness.) 
Is that a photostatic copy of the document that Mr. 
Keswick handed to you that morning? — It is. 

3210. You say he read over to you the draft of that 
telegram? — He did. 

3211. To whom was it proposed to send that telegram? 
— To Mr. Hugh Barton, Hong Kong. 
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3212. Who is Hugh Barton?— He is the Managing 
Director, I think, of Jardine, Matheson & Co., Ltd. He 
is also on the Board of many other companies, of some 
of whom he is Chairman. 

3213. What happened when this draft telegram was 

read over? Was there any discussion about it?— There 
was discussion among Mr. W. J. Keswick, Mr. Flint and 
Mr. Reid. The only point, as far as I can recollect, 
when my opinion was asked was when Mr. Keswick 
turned to me and said: “Do you agree, Harold? , and 
I said I did. , „ _ . 

3214 What was the discussion about? — I was not 
present during the whole of the discussion, because I had 
left the room with this document to go and put in certain 
figures. ._ „ 

3215. Mr. Young, in your statement you said: Alter 

a brief discussion among Mr. Keswick, Mr. Flint and 
Mr. Reid on the position of the f and the possibility of 
devaluation, the terms of the draft telegram were agreed. 

Is that correct, or not correct? — That is correct. 

3216. Then was the draft handed to you?— It was. 

3217. For what purpose?— The purpose being that I 
should go to my room to look up my records, insert, or 
put on the foot of it, rather, the gilt-edged holdings which 
were held in the name of Matheson’s Nominees, Ltd., 
on behalf of Jardine, Matheson & Co., Ltd., and as well 
to put in the prices. 

3218. I see half way down this document there is 
written: “3 per cent. Savings Bonds 1955/65, 3 per cent. 
Savings Bonds 1960/70, and War Loan 1955/59.’ Is that 
in your handwriting? — They are. 

3219. But at the bottom there is written: “At approxi- 
mately 87, 76, 97 respectively.” Whose handwriting is 
that? — Mr. W. J. Keswick’s. 

3220. How came that to be written on?— That was 

written on because I wrote at the foot of this document 
the part which has been partially obliterated. There are 
certain lines over it __ . 

3221 Did that contain the figures 87, 76 and 9 / 1 — As 
you can still see, it still says 87 and a fraction, 76 and 
a fraction, and it looks like 97 and a fraction. 

3222. The next thing you deal with in your statement 
is with regard to what happened on your return from 
lunch at about quarter past one on Wednesday, 18th 
September?— On my return from lunch? 

3223. So you said? — I returned from lunch 

3224 Will you listen? I have just brought you to that 
date, and I have not asked a question about it. Were 
you told on your return from lunch that a telegram had 
arrived on the 18th September?— On the Wednesday, 

yC rm Who told you that?— One of the private office 
secretaries. . . _ 

3226. What were you told about the telegram?— I was 
told that it was a telegram dealing with finance, and 
therefore possibly concerned me. 

3227. I am afraid I cannot hear you?— I am sorry. 
Could I have the question again? 

3228. What were you told about the telegram, is what 
I asked you?— Yes. I was advised by one of the private 
office secretaries that the telegram had come in, that it 
dealt with finance, that the inference, I presume, was 
that it was therefore concerning me, and that the tele- 
gram was at that moment, I think I am right in saying, 
on Mr. W. J. Keswick’s desk. 

3229. Were you told that it was a long telegram?— I 
think so, yes. 

3230. Were you told from whom that telegram had 
come? — I was told generally, through Hong Kong. I 
assumed it was therefrom from Jardine, Matheson. 

3231. In your statement you say that you were advised 
by one of the private office secretaries that a long tele- 
gram concerning finance had come in from Mr. Barton. 
Is your statement wrong?— The words "Mr. Hugh 
Barton ” and “ Hong Kong ” mean the same thing to us 
in the office. We know where it actually comes from. 

3232. What is the office routine with regard to tele- 
grams?— The office routine? 

3233. At that time?— The office routine as regards tele- 
grams of that nature I only know by— it is difficult to 
put. 

3234. Can I help you, because I am trying to take you 
through your statement?— If you would. 

3235. Is it the case that you do not receive a copy 
of a telegram of that character?— That is so. 

3236. Until Mr. Keswick has seen the contents? — That 

is so. , „ _ 

3237. Which Mr. Keswick do you mean there? There 
are two Mr. Keswicks? — Mr. W. J. Keswick. 
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3238. You said: “Until Mr. Keswick had seen the 
contents and perhaps given me instructions on the course 
of action to be taken ”? — That is so. 

3239. Did you realise that that cable might require 
immediate attention on your part? — I thought so. 

3240. So did you leave word with various secretaries 

as to your whereabouts in case Mr. Keswick wanted 
you?— That is so. . , _ . ^ 

3241. Did you have a meeting in the office that after- 
noon at 2.15? — I had. . 

3242. Did that meeting last until approximately 3.30 1— 

It , , 

3243. On leaving the meeting were you stopped by 
Mr. Hughes? — I was. 

3244. One of your messengers? — Y es. 

3245. Were you told that Mr. Keswick wanted to see 



your — ics. 

3246. Did Mr. Keswick hand you a copy of the tele- 
gram to read — the telegram that you had been told was 
a long telegram from Mr. Barton? — That is right, he did. 

3247. It is marked “N” in the bundle and it says: 
“Code from Barton Hongkong 18.9.57 received 18th. For 
eyes of Taipan only. C/L. Referring to your telegram 
L/B sell (a) at your discretion majority of J M Co. Ltd. 
holding; (b) all the JEC Ltd. holding, £26,500 3 per 
cent. Savings Bonds 1960-1970 and £20,000 3^ per cent. 
Australia stock 1961-1966 ; (c) all I.C.S.N. £300,000 3 
per cent. Savings Bonds 1960-1970 ; (d) Lombard In- 
surance Co. Ltd. £53,130 3 per cent. Savings Bonds 
1960-1970 and £57,216 3 per cent. Savings Bonds 
1965-1975 ; (e) Hongkong Fire Insurance Co. Ltd. £1,612 
3 per cent. Savings Bonds 1960-1970 and £27,111 3 per 
cent, Savings Bonds 1965-1975”. Had that telegram when 
you saw it written on it underneath “ Despatched 543 p.m. 
Hongkong time 18.9.57. Received 1253 p.m. London time 
18.9.57 ” ? — It did not have that on it. 

3248. It did not have that on it? — Of course not. 

3249. Apart from that which someone has put upon 
it? — Someone has put that on it, yes. 

3250. Is that a correct photostatic copy of the telegram 
shown to you by Mr. Keswick? — Down to the line drawn 
across it, yes. 

3251. Did Mr. Keswick ask you to deal with the matters 
referred to in that telegram? — He did. 

Chairman: I think he has still got a photostat. This 
document will be something that is decoded. The original 
telegram was in code. 

The Attorney-General: Yes. 

Chairman: We had better have the original telegram, 
•I think. 

The Attorney -General: Could the witness have the 
original telegram which is in the posession of Mathesons? 



( Same handed to the witness.) 

Chairman : I imagine the times are given on the original 
telegram. 

The Attorney-General: I .imagine so. I was trying 
to go through his statement to make clear what he says 
he saw. 

3252. You would not see the original telegram, would 
you? — No. 

The Attorney-General: May we have produced the 
original coding of the original telegram? 

( Coded telegram produced and marked Exhibit 5.) 

Chairman: Is the original cable there? 

The Attorney-General : It looks like at. 

Chairman: Has dt got the time of despatch and time 
of receipt on it? That is the importance of it. 

The Attorney-General: My Lord, there ds a reference 
to 543 on it. That is put on at Hongkong, “ 70 18 1743,” 
which would apparently mean that it was despatched oil 
the 18th at 5.43 p.m. Hongkong time. It has “ Sent over 
the teleprinter ” on it and it has written on in ordinary 
English apart from the coded part “sent 1253/18 JMU.” 
It is obviously a teleprint. 

3253. When Mr. W. J. Keswick had handed you that 
copy of the telegram and you had read the telegram, what 
were his instructions to you? — Mr. Keswick asked me to 
sell as much as I could that day, but to use my own judg- 
ment whether I sold or not. He was not particularly 
interested when 1 sold. 

3254. Did he say that? — He did. 

3255. What did you say to him?— I said “ I shaJl try to 
do it this afternoon if I can.” 

3256. Did he say anything to you about what you should 
do if you could not sell the whole of it that afternoon? — He 
said : “ Leave it until the next day. Leave it over. Do 
what you can.” 
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3257. Did you go back to your room at about 3.40 p.m.? 
— Approximately. 

3258. With a copy of the cable? — Yes. 

3259. Did you then check the amounts of stock to be 
sold against your records? — In the case of the Jardine 
Matheson entry, (a) there is no stock given. I had to find 
out what they were. Therefore the only means I had was 
to go to my records. 

3260. I am just asking you what you did. You went to 
your records? — I did. 

3261. That was to ensure that you sold only amounts of 
stock which you could deliver? — That is so. 

3262. Having satisfied yourself that the amounts were 
in order what did you do then? — I looked at the cable I 
had. I looked at the list of Jardine Matheson stocks to 
be sold. I thereupon marked the cable — this one is not 
marked but mine was— 1, 2, 3, 4, 5, I marked them from 
memory “ Panmure Gordon, Richardson & Glover, Pan- 
mure Gordon, Richardson & Glover, and Richardson & 
Glover.” 

3263. Perhaps you could have a copy of the document 
marked “ O ” in front of you, the sales of the gilt edged. 
( Same handed to witness.) Do you see that? — Yes. 

3264. It says: “Jardine Matheson and Co. — Stock- 
brokers, Panmure Gordon. Jardine Engineering Co. Ltd. 
— Richardson & Glover. Indo-China Steam Navigation 
Co. — Panmure Gordon. Lombard Insurance Co. — 
Richardson & Glover. Hongkong Fire Insurance Co. — 
Richardson & Glover.” Why was it that you divided the 
amounts to be sold in that way? — We normally deal with 
Richardson & Glover and Panmure Gordon. It is not a 
rule, but we normally allocated the business through the 
year between them, i to one firm and $ to the other. I 
was merely trying to bring it into line with that ratio. 

3265. I think this iis what you have said in your state- 
ment which you have signed: “Having satisfied myself 
that the amounts were in order, I apportioned the sale 
between the two firms of stockbrokers with whom we 
deal, Messrs. Panmure Gordon & Co. and Messrs. 
Richardson & Glover. It has been the practice where 
large orders of gilt-edged to buy or to sell have to be 
completed, to deal through Messrs. Panmure Gordon & 
Co., and accordingly I marked items 1 and 3 on the list 
set out below for them, and items 2, 4, and 5 for Richard- 
son & Glover.” Is that statement right? — That is correct. 

• 3266. Having made those preliminary arrangements, 
did you telephone to Messrs. Panmure Gordon & Co.? — I 
did. 

3267. At about what time? — Approximately 3.15. 

3268. Did you speak to Mr. Richardson? — I did. 

3269. What did you say to him? — I have a very clear 
recollection of what I said to him. I said : “ If it is not 
too late to do business, I would like to sell.” 

3270. What did he say? — He said : “ Of course it is 
is not too late.” 

3271. What did you say then? — I indicated to him that 
I was interested in the sale of certain gilt-edged stocks. 

3272. When you say gilt-edged stocks, did you tell him 
what gilt-edged stocks? — I gave him the 3 per cent. Savings 
Bonds and the 3 per cent. War Loan, yes. 

3273. You gave him what? — The 3 per cent. War Loan 
1955/1959. 

3274. Did you fell him the nominal amount? — I cannot 
be sure. I have tried to think back whether or not 1 
did. I would not like to commit myself there. 

3275. Did you, at that conversation, give him any 
instructions to sell? — May I just think over this for one 
moment? 

3276. Perhaps I can help you because I am only trying 
to get you to say what you have said in your statement. 
You said : “ I asked Richardson if it was too late to deal, 
and when he replied that it would be all right I gave him 
the details of the stocks to be sold and asked hint to sell 
at best.” Is that right? — That is so. 

3277. Immediately afterwards did you telephone Messrs. 
Richardson & Glover? — I did. 

3278. Did you speak to Mr. Hurst? — I did. 

3279. Did you ask him if it was still possible, in view 
of the time, to deal?— I did. 

3280. What did he say? — Of course it was still possible, 
perfectly normal. 

3281. Did you then give him the details of the stocks 
you wished him to sell, and did you ask him to sell at 
best? — I did. 

3282. During the next half hour or so, did you receive 
several telephone calls from Mr. Richardson of Panmure 
Gordon & Co. asking you if you would accept the prices 
he quoted? — I did. 
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3283. Had you seen a list of prices that morning? — I 
had. 

3284. Did you therefore know that the prices he quoted 
were roughly in line? — 1 did. 

3285. Is it your invariable practice when you receive 
instructions to buy or sell for a client’s account, to do 
so with all possible speed? — It is. 

3286. Were you therefore, mindful of this rule on that 
occasion? — I was. 

3287. I think you have said that without pressing the 
brokers unduly you were able to complete the sale of 
the entire order by 4.40 p.m. at the latest? — Yes. 

3288. Between 5 o’clock and ten minutes past five the 
same day, did you report what you had done to Mr. 
W. J. Keswick?— I did. 

3289. And say to him that you had managed to com- 
plete the order and thus avoid having to enter the market 
the following day? — That is so. 

3290. “ If an order to deal is received during Matheson 
& Co. Ltd.’s office hours, that is to say up to 5 o’clock, 
I immediately telephone to our brokers and ask if it is 
possible to deal that day, and in fact I have thus dealt on 
many occasions ”? — Yes. 

3291. That is what you say? — Yes. 

3292. I think now you have said really all that is con- 
tained in your statement which you signed on the 27th 
November? — That is so. 

3293. Do you produce the contracts notes with 

Richardson & Glover and with Panmure Gordon & Co.? 
Perhaps you will look at them and identify them. I think 
they have been put in. They are attached to the docu- 
ment D.22. ( Same handed to witness.) Are those the 

contract notes? — Yes. 

0 Contract notes put in and marked Exhibit 6.) 

3294. As Chief Accountant you, of course, have 
particulars of all Stock Exchange transactions effected by 
Matheson & Co.? — I do. 

3295. You give instructions yourself to the brokers, 
do you not? — I do. 

3296. Before the 18th September, 1957, had you, in 
1957, sold any other gilt-edged through Panmure Gordon 
& Co.? — I think I did. I cannot be sure. 

3297. You can easily find out, can you not? — Quite 
easily. 

3298. I put it to you, that in fact in 1957 your first 
sales of gilt-edged through Panmure Gordon took place 
on the 18th September? — They may have been. 

3299. Am I right in understanding this? If you look 
at the contract notes by Panmure Gordon & Co. you see 
that there is a reference to “25 per cent, brokerage to 
be returned ”? — Yes. 

3300. On a big sum that is quite a substantial amount, 
is it not? — Yes. 

3301. Is that why you make a practice of placing your 
larger orders with Panmure Gordon? — No. 

3302. We have heard today from Mr. Hurst, that on 
the 19th August he sold £457,000 3 per cent. Savings 
Bonds on the instructions of Matheson & Co. ; is that 
right? — That is so. 

3303. Did you give that order? — I did. 

3304. Was that on the instructions of Jardine Matheson 
& Co.?— No. 

3305. Were there no instructions at about that time 

from Jardine Matheson & Co. to sell Savings Bonds?— 
Not from Jardine Matheson & Co. There were from 

3306. Or any of their associated companies? — There 
was one order from the Hongkong Fire Insurance Co., 
one order from the Lombard Insurance Co. 

3307. Orders from the Jardine Matheson group? (No 
answer.) 

3308. They were members of the Jardine Matheson 
group? — I would like to be clear what you mean by the 
“Jardine Matheson group”. These are public companies. 

3309. Orders by Jardine Matheson & Co. of Lombard 
Street, received from Hongkong?— Very good. 

3310. Is that right? — That is not necessarily the Jardine 
Matheson group. 

3311. We wju go into this. Did you see the telegram 
from Hongkong instructing that sale to be made?— I 
would obtain a copy of it — if it was by telegram. It 
may have been by letter. 

3312. Whichever it was, would you have possession of 
it now in your office? — Certainly. 

3313. Could you produce it here at 2 o’clock? — If I 
have time to go there and come back, yes. 

3314. Perhaps you can arrange for someone else to 
bring it. Mr. Hurst has said that the sale was effected 
during the morning of that day? — That is possible. 
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3315. Do you remember anything about that sale? — 

I do. 

3316. If you put the largest amounts through Panmure 
Gordon as you have said was your practice — “It has 
been the practice where large orders of gilt-edged to buy 
or sell have to be completed, to deal through Panmure 
Gordon & Co.”— can you say why on that occasion that 
order to sell £457,000 (nearly half a million pounds), went 
to Richardson & Glover? — I really cannot say. 

Mr. Megaw: I hesitate to intervene, but there is some 
confusion. I do not know whether your Lordship would 
think it right that I should have a word with the Attorney- 
General during the adjournment, because he is, in fact, 
at cross purposes. 

Chairman : It is coming shortly. 

The Attorney-General: I would like to see if I can, 
although it may not be material, any instructions received 
in August, 1957, from Hong Kong (and by that I mean 
any of the Jardine Matheson group or its associated com- 
panies), to sell gilt-edged shares. I do not know if it 
will be possible for me to see these before we resume at 
2 o’clock, but I should like to, if possible. 

Chairman : Would you see if you could get these during 
the adjournment? 

Mr. Megaw : We certainly will. 

Chairman: Do you want to cross-examine Mr. Beer? 
Mr. Megaw: I do not think I have to ask Mr. Beer 
any questions on those notes. I should tell your Lordship 
this, with a little embarrassment. For some reason which 
I do not understand, Mr. Hurst who has given evidence 
before on this matter, came to me while I was sitting in 
my place after that matter had arisen, and said that he 
could say something about the notes that would help the 
Tribunal. I only mention that to your Lordship. 

Chairman : Then the position is that Mr. Beer can go 
and Mr. Hurst must stay. 

( Adjourned for a short time.) 

The Attorney-General: My Lord, I am satisfied by 
my learned friends that the transaction of the 19th August, 
1957, for £457,000 did not in fact emanate from Hong 
Kong, so I will leave that. 

3317. There is really only one question I shall ask you 
about that: you were familiar with that transaction of 
selling £457,000 on the 19th August? — Yes. 

3318. Why, then, when you made your statement on 
the 27th November, did you say: “It has been the 
practice, where large orders of gilt-edged to buy or sell 
have to be completed, to deal through Messrs. Panmure, 
Gordon & Co.” That was a practice of Matheson’s, was 
it not?— That was the usual practice ; it was not a rigid 
rule. 

3319. You did sell on behalf of Jardine, Matheson 
and their associated companies in August, 1957, some 
gilt-edged, did you not? — Y es. 

3320. Did you receive instructions to effect that sale 
by cable on the 15th August? — Yes. 

3321. Can you say now, because you dealt with that 
matter, whether that sale was effected before or after 
closing hours? — I am practically certain it was done in 
the morning. 

3322. I see the original cable has upon it — I do not 
know whether your Lordship wants to see it — at the very 
bottom: “Sent 0907”, which would be, I understand, 
the time it is sent from the General Post Office by tele- 
printer? — I do not know. 

3323. If it was, it would be received by you at about 
that time, it would then have to be decoded, so that you 
would get the clear signal some time in the morning. Can 
you recollect having effected any other sales of gilt-edge 
for Jardine, Matheson & Co. in 1957? — No, I cannot 
recollect that. I could find out by reference to my records, 
of course, but I cannot say definitely. 

3324. Now I will come to Monday, 16th September. 
Had you prior to that date heard any discussion about 
the possibility of an increase in the Bank rate? — Prior 
to 16th September? I was not in the office from, I think 
I am correct in saying, 29th August until 16th September. 

3325. You were on holiday during that ^period? — I was 
on holiday, yes. 

3326. This meeting took place about 10 o’clock in the 
morning? — It did. 

3327. What other Directors of Mathesons are there 
who were not present at that meeting? — Mr. R. T. Smith, 
who was not present at that meeting. 

3328. Anyone else? — Mr. John Keswick. 

3329. Any other Director? — That is the total Board 
of Matheson’s. At the meeting there were Mr. W. J. 
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K eswick, Mr. Alan Reid and Mr. Hugh Flint. Not at 
that meeting were Mr. R. T. Smith and Mr. John Keswick. 

3330. Two out of the five were not at the meeting?— 
Yes. 

3331. You were then shown the draft telegram that 
Mr. W. J. Keswick had drafted?— That is right. 

3332. I think this morning when I took you through 
your statement you first of all said that you were not 
present at the discussion which took place upon that draft 
telegram. In fact, you were, were you not? — I meant 
I was not present the complete time ; I was there part of 
it only. 

3333. Let us get this as clear as we can : you were sent 
for and went into the room, and then Mr. Hugh Flint 
and Mr. Alan Reid joined you?— That is correct. 

3334. So there were the three Directors and you in that 
room?— That is right. 

3335. When you were given a draft to go and fill in 
the details, did you leave those three Directors together? 
—I did. 

3336. So until that moment you heard all that was said 
between the three Directors from the moment the meeting 
started until you left with the draft? — That is so. 

3337. I want you, if you would, to tell us to the best 
of your recollection what was said and by whom at that 
meeting? — I remember when I went into the room there 
was only Mr. W. J. Keswick present. Later we were 
joined by Mr. Reid and Mr. Flint, Mr. Reid being asked 
principally to advise on the Indo-China position. Mr. 
W. J. Keswick talked, not to me but I heard him, of 
course, but to the other two Directors principally, about 
his views on the situation that Britain found herself in 
at that moment. 

3338. At that moment? — Had been building up to. 

3339. What exactly, so far as you can recollect, did he 
say about the financial position of Britain at that moment? 
— As far as I can remember, he mentioned the adverse 
balance of trade, the loss of dollars, the need, which he 
has always maintained we should have, that is Jardine, 
Matheson should have, to be liquid. In point of fact, 

I have heard him say the same sort of thing about being 
liquid many times in the past, and therefore I knew the 
story, so to speak, I knew what he was going to say, 
that we must be liquid. 

3340. Did he say anything about money being likely 
to get tighter? — Naturally, if you have a loss of dollars 
and bad trade and restrictions such as we had had, it 
might not be possible to borrow even against gilts ; there- 
fore money would become tighter. 

3341. I was not asking you what you might think was 
natural, or unnatural. What I was asking you was: 
did Mr. Keswick say anything about money getting 
tighter? — I do not remember the exact words he said. I 
am trying to give you the impression I received. 

3342. Did you get the impression from what he said 
that it was his view that money was going to get tighter? 
— I would not commit myself to that. 

3343. I thought that is what you had just said ; 1 
thought that was the effect of what you said? — That was 
the impression ; I did not say that he said that. 

3344. I said, from what he said did you get the im- 
pression that he was meaning to convey the impression 
to you that money was going to get tighter? — (After a 
pause ) : Yes, he did. 

3345. Was there any discussion at that meeting as to 
the possible action that might be taken to relieve the 
pressure on the £? — I think the impression I received 
— again I cannot give you actual words or sentences — 
was that Mr. Keswick was anticipating that it would be 
very difficult for us to borrow if we had any of our 
shipments to pay for ; it would be difficult to get the cash 
from the banks. 

3346. That was not quite the question I asked you. 
Was anything said at that meeting about possible action 
the Bank of England or the Government might take to 
relieve the pressure on the £? — Not in my presence. 

3347. What? — Not as far as I am concerned. 

3348. Was there any mention, so far as you can 
recollect, of the Bank rate?— No. 

3349. Are you sure there was not? — Positive. 

3350. Then did you all go through together the terms 
of this draft telegram? — We did not go through it 
together. I was there standing by. 

3351. Was anything said at that meeting to the effect 
that Mr. Keswick was going to the Bank of England 
at lunchtime to lunch with the Deputy Governor? — Not 
in my presence. 

3352. Did you know whether or not Mr. Keswick was 
going there for that purpose? — I did not. 
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3353. Did you see at that time a draft of a letter as 
well as a draft of a telegram? — I may be wrong here, 
but I had the impression that the letter was later, but it 
may have only been a sequence of events at the same 
meeting ; I cannot be sure of that. 

3354. You do not remember going through a letter as 
well as a telegram? — I do ; I remember reading it. 

3355. But at that meeting? — I was at the meeting, I left 
the meeting, I went back to it. It may have been when 
I went back to it : it probably was. 

3356. I did not realise you went back? — I had to come 
back with the information on this cable. 

3357. When you went back to it was there any discus- 
sion about possible Government measures, or Bank of 
England measures, to relieve the pressure on the £? — Not 
that I can recollect: it was all part of the one talk. 

3358. I know it was all part of the one talk, but you 
were only there for certain parts of the one talk, and I 
am asking you whether, while you were there during the 
course of that morning, there was any reference to Gov- 
ernment measures and measures that might be taken by 
the Bank of England in relation to the position of the 
£? — If there were, they were only in general terms. 

3359. That is not a very satisfactory answer, if I may 
say so? — I do not remember ; I am sorry. 

3360. Can you tell me this from your knowledge: 
when is the last moment on any day for posting a letter 
to Hong Kong? — I cannot answer ; you can post it at 
midnight, surely. You mean physically put it in a 
pillar-box? 

3361. You can put it in at any time? — Yes. 

3362. But to catch the Air Mail? — I do not know. 

3363. After you had seen Mr. Keswick with the details 
filled in in this telegram you went out to lunch, did you 
not? — I would have done, yes. 

3364. Any further discussion with Mr. Keswick before 
you went out to lunch? — No, I did not see him again 
until next day, I think. 

3365. Am I right in thinking that the next you heard 
about this matter was on the 18th September? — That 
is so. 

3366. And that you were then told on your return 
from lunch of a long telegram concerning finance that had 
come from Mr. Barton? — That is true. 

3367. And that you did not see Mr. Keswick till after 
half past three that afternoon? — That is true. 

3368. That was when you first saw the telegram? — That 
is so. 

3369. Did Mr. Keswick ask you to deal with it in the 
normal way, if it was not too late to deal that day? — That 
is true. 

3370. What did you understand him to mean when he 
said, “ deal with it in the normal way, if it was not too 
late to deal that day”? — I understood him to mean that 
he trusted what I would do would be right, would be 
acceptable to him, and I did not give the matter much 
thought, frankly. 

3371. Did you interpret that as instructions to sell at 
best? — I knew — yes, I did. 

3372. Did he tell you to sell all you could that after- 
noon and any that you could not, the next morning? — 
He said : “ Do what you can. If you cannot do it all, 
obviously you must leave it until next day He did not 
say that. I am sorry, I will start again. 

3373. I want you to be very precise about this as to 
what exactly he did say, according to your recollection? 
— He said : “ Do what you can today 

3374. And that you understood meant: “Sell all you 
can at best”? — Yes, as a matter of fact he handed me 
the cable and spoke very casually and I did not pay very 
much attention to what he did say. 

3375. At any rate, whether or not you say you paid 
very much attention to what he did say you were clear 
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in your own mind as to what you should do? — Of course. 

3376. And was that to sell all you could that day at 
best? — There was no question of “ to sell all I could that 
day ”. I was going out there to sell — finish. It was not 
in my mind that I was going to do it all in one day or 
next day or indeed the day after. I was going out there 
to sell — finish. The time did not matter. 

3377. At best? — At best, but of course I linked it in 
my own mind with the cable which was sent out, which 
gave definite prices. 

3378. We know how you apportioned the transactions. 
May I come back a moment: that was on the 18th, was it 
not? — On the Wednesday, yes. 

3379. On the 17th had you asked Mr. Hurst to quote 
prices? — I did. 

3380. Why was that? — Why? Because the cable was 
sent to Hongkong on the Monday, the 16th. No-one in 
the office told me that it had not gone on that day ; I 
thought it had. As a precaution I asked for the prices of 
the various Jardine Matheson stocks. 

3381. As a precaution against what? — Curiosity ; 1 
wanted to know the prices. 

3382. It was your word not mine : a precaution against 
what? — Not a precaution ; so that I would be able to 
have some idea of the actual stock prices on the Tuesday. 

3383. Were you anticipating, having seen the draft cable 
on the Monday, that before the Thursday you would get 
an answer giving instructions to sell? — When a cable is 
despatched to Hongkong of this nature I normally expect 
a reply the next day. 

3384. The answer is Yes, is it not, that you were expect- 
ing instructions to sell to be received by you before Thurs- 
day? — Yes, provided it was sent off on the Monday. 

3385. Assuming the telegram had been sent off on the 
Monday you were expecting that you would receive 
instructions to sell? — Yes. 

3386. Maybe on the Tuesday, maybe on the Wednes- 
day ; and is that why you enquired about prices on the 
Tuesday? — It was. 

3387. Did anyone ask you to enquire about prices on 
the Tuesday? — No. 

3388. You did that on your own initiative?— Of course. 

3389. I come back then again to the 1 8lh : after you 
had spoken to Mr. Richardson and to Mr. Hurst they 
rang you up several times, so you say, asking you if 
you would accept the prices quoted? — Only Mr. 
Richardson, not Mr. Hurst. 

3390. No further communication from Mr. Hurst? — 4 
Yes, he came back and told me that he had sold for me. 

3391. And told you the prices? — Yes. 

3392. Up to that time had you heard any suggestion 
of Government measures being taken to relieve the 
pressure on the £? — I heard from somewhere that Mr. 
Thorneycroft was going to make a statement. T think it 
was in the press. 

3393. On the Wednesday afternoon? — I do not know 
when ; some time that week. 

3394. I dare say, but I am asking you whether by that 
Wednesday afternoon, when you placed these selling 
orders, you had heard any talk of steps being taken to 
relieve the pressure on the £? — No. 

3395. You know that the Bank rate is raised on a 
Thursday, do you not? — I do. 

3396. Did it occur to you that there was a possibility 
that it would be raised the next day? — No. 

3397. Never thought of it? — No, not consciously 
anyway. 

3398. I am not going to accuse you of unconscious 
things, but I would like to put one other question to 
you: did it ever occur to you that it might be a good 
thing, if you were going to get instructions to sell, to get 
instructions to sell before Thursday of that week? — No. 
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3399. In your statement to which the Attorney-General 
has referred, in paragraph 9 you have said that you 
(apportioned the deals between Panmure Gordon and 
Richardson & Glover and that it had been the practice, 
for large orders to sell, to deal through Panmure Gordon. 
Can you remember, charging your recollection, any 
particular occasion upon which a large order to sell gilt- 
edged was placed through Panmure Gordon? — Without 
my records I cannot be sure ; I would have to go and 
check them. 

3400. You said that in the statement which you signed. 
Did you check your records then or was it just recollec- 
tion? — I did not check my records. 
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3401. You can check your records on that and find 
out? — I can do. 

3402. I would like to see the copy of the telegram 
which I handed to my friend. (Same handed.) Would 
you look at this telegram and say whether that is a copy 
of the telegram which was received by Matheson & Co. 
from Hong Kong on the 15th August, 1957, giving instruc- 
tions for the sale of certain gilt-edged securities?— Yes, 
it certainly is. 

3403. Those, I think, were the three items totalling 
something like £100,0007— That is so. 
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3404. Would you be kind enough to read out the 

opening words of that telegram? — “ Sell at best 3 per cent. 
Savings Bonds 1965/75 ”. „ 

3405. I do not think I need trouble you with the detail 

of the amount. So that was instructions to sell at best? 
— It was. . 

3406. Now would you look again at the photostat 
copy which you were shown of the draft which you saw 
at the meeting on the morning of Monday, 16th 
September? — Yes. 

3407. I think you said that you wrote on the words 

which appear immediately above the last line on that 
page, that is three lines of writing which have been crossed 
through to some extent? — That is so. . , . . . . , 

3408. It is not easy to decipher, but is this right mat 
you there have in the first column 3 per cent. Savings 
Bonds 1955/65, 3 per cent. Savings Bonds 1960/70, 3 per 
cent. War Loan 1955-59?— That is right. 

3409. '['hen the next column shows figures after each ot 

those items which, I think, you said — though it is now 
difficult to read — originally contained numbers the 
fractions? — That is so. , 

3410. The first one, for example, is 87 and some 
fraction?— That is right. 

3411 I do not think you have referred hitherto to tne 
last coiumn. Will you tell the Tribunal what that is, or 
was? — It means the word “say” and then these figures. 

3412. It is the word “say”? — It is the word say . 

3413. Are the figures the same as the figures which are 
written in in what you said was Mr. Keswick’s writing 
and in the last line of the telegram itself?— They are. 

3414. When did you write those words on to this piece 
of paper?— I wrote it on when I left the meeting 10.10, 
10.15 or something of that order. 

3415 Then I think you said also that the words written 
in about the middle of this piece of paper, again referring 
to the three different securities, are your writing/— mat 

1S 3416. Did you write those in at the same time, or a 
different time?— I remember I wrote these in in Mr. 
Keswick’s room because he wanted me to be quite sure 
what I was saying and that the girls coding it had no 
doubts. I therefore wrote it in there. 

3417. Have you, in front of you, a copy of the telegram 
which was actually dispatched on the following day to 
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Hong Kong? I think that is annexure J?— I have not a 
copy of that. 



( Copy of document handed to witness.) 

3418. Can you say, on looking at it, the numbers given 
on the third line from the bottom of that telegram, 
approximately 87, 76 and 97 are, in fact, the same as the 
figures that appear in the draft?— They are. 

3419. Can you say from where they are taken/ — Mr. 
Keswick took them from what I had written. 

3420. You said, I think, that in the last line of that 
telegram 87, 76 and 97 are in Mr. Keswick’s writing. 
Can you say — if you do not, of course say so — from what 
source Mr. Keswick got those figures 87, 76 and 977— He 
obviously got them, and I know he did get them from 
the figures I wrote down at the side of these scrawled 
out figures where it says “ say 87, 76 and 97 ”. 

3421. Have you in front of you document O , which 
is a list of the various stocks which were sold on the 
afternoon of the 18th September?— Yes, I have. 

3422. I do not think that list shows on it the actual 
price at which deals were completed? — It does not. 

3423. Perhaps you will take them from me. 

Chairman-. Mr. Megaw. we have the contract notes, 

and we have also got tables giving the exact prices. T 
only say that because you mav think we do not know 
what the prices are. 

Mr. Megaw: The Tribunal do know? 

Chairman: Yes. 

Mr. Megaw: It is not on document O”. I, in fact, 
have another document that has been prepared. 

3424. You said Mr. Richardson of Panmure Gordon 
rang you back and told you the prices which were being 
put to him by the jobbers before the deal was completed? 
— That is so. 

3425. Have you checked what those prices were which 
were put to you and accepted by you, as compared with 
the corresponding prices that appear in the cable that was 
sent to Hong Kong? — The prices I had received exceeded 
the cabled prices. 

3426. Is that in each case? — We did better than we said 
we might. 

3427. In relation to eaoh of the three items for which 
prices had been given? — That is true. 



By The Tribunal 



3428. Chairman : Mr. Young, I want to be quite clear, 
what was the last time you gave instructions to a broker 
after-hours to buy or sell? ( After a pause): I mean in 
your capacity as chief accountant for Mathesons? — 
Well, 1 cannot give you definite chapter and verse. I can 
only speak from what I know I do, that, is that I ring 
up Mr. Hurst at any time during my business hours. 

3429. Have you dealt with Mr. Hurst or anybody else 
after hours? — Yes, I have. 

3430. Except on this occasion?— I beg your pardon. 

3431. Other than on this occasion? — Oh, yes, of course. 

3432. Can you let us, by tomorrow morning, have a 
list of the occasions when you have instructed a broker, 
Mr. Hurst or anybody else, to deal after-hours?— No, I 
could not. 

3433. Can you let us have a list of those by tomorrow? 
— I cannot. I have no details of when I sold particular 
stocks. I know that I have had some, but I cannot give 
you chapter and verse. 

3434. The telegram that you were shown, which gave 
instructions from Hong Kong, instructed you in London 
to sell, at your discretion, the majority of the Jardine 
Matheson holding. Were the sales that were made a 
majority or the whole of Jardine Matheson’s holding? — 
TTiey were not the complete holdings of Jardine 
Matheson’s. 

3435. Can you help me there? You see you have given 
in your statement three sales on behalf of Jardine 
Matheson & Co. of 3 per cent. Savings 1955-65, 3 per 
cent. Savings 1960-70 and 3 per cent. War Loan. Can 
you give me the full holdings as at that date? — Now. do 
you mean? 

3436. Yes. Have you got any records here? — No. I 
would like to explain my remark there, when I said 
it was not the entire Jardine holding. Jardine Matheson. 
in addition to these gilt-edged which were sold, have in 
their name approximately ££ million of gilt-edged stocks 
which they hold for the Pension and Provident Fund 
for their employees. 

3437. May I go back so that there is no misunder- 
standing. The telegram that was sent to Hong Kong 



— you remember the one of which you saw the draft? 
Yes. 

3438. That recommended selling the majority of Jardine 
Matheson & Co. Ltd.’s holding of, and then it named 
the three securities. Do you see that?— I have only got 
the rough draft. 

3439. Look at the draft. It recommends selling the 
majority of Jardine Matheson’s holdings? — Yes. 

3440. And then there are three named securities? — 
That is correct. 

3441. I am asking you were the securities, the amounts 
of those three securities sold, the whole of Jardine 
Matheson’s holdings in those securities? — Yes. 

3442. So you were not selling the majority, you were 
selling the whole? — Yes. 

3443. Of those particular stocks?— Yes, that is true. 

3444. May I then refer you to the telegram that you 
were shown decoded on the 18th? It said, “ Sell at 
your discretion majority Jardine Matheson Co.’s hold- 
ings”. What did Mr. Keswick tell you to do? — Mr. 
Keswick handed me the telegram. When I read it, he did 
not tell me what to do, I asked him ; I said, “ What 
do I do? Do I sell the complete holding? ” and he said, 
“ Yes, do 

3445. You appreciate that that is new ; we have not 
heard that? — Yes. 

3446. So you had specific instructions not to sell the 
majority, but to sell the whole? — After I asked, yes. 

3447. Now before we leave this telegram, you see it 
begins, does it not, “Referring to your telegram sell”? 
— Yes. 

3448. So that would mean instructions, would it not, to 
sell the securities referred to at, or about the prices 
named in the telegram recommending the sale? — That 

3449. You remember the figures you got out, “ Say at 
this, that and the other ”?— Quite right. 

3450. And you, when you read that understood? — Of 
course. 

3451. If nothing else was said, your instructions you 
would understand to be to sell at or about those quoted 
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prices? — Yes, except that if they were materially lower, 

I would not have sold. 

3452. Yet, 1 understand your instructions from Mr. 
Keswick were to sell “ at best ” (pause). That is right, is 
it not? — (After a pause.) Possibly they were, yes. 

3453. Now one or two rather minor points. When on 

the 18th, after lunch, you went to a meeting at 2.15 ? 

— That is true. 

3454. that was in the office? — In the office, yes. 

3455. Not far away? — Three or four doors away. 

3456. Mr. Keswick could have got you at any time? — 
He could, yes. 

3457. And not only that, I understood you left word 
with a secretary? — 1 did indeed. 

3458. Was it his secretary? — I cannot remember 
definitely. I know I told one or two people. The secre- 
taries are about five or six in number. 

3459. There could be no mistake ; Mr. Keswick could 
have got you if he wanted you? — Definitely. 

3460. Finally, was it Mr. Hurst’s custom to ring you up 
in the morning after the dealings had commenced and give 
you the general picture? — The opening prices, yes. 

3461. Was it also his custom to do the same after 
3.30? — That is right. 

3462. On this particular day, the 18th, am I right in 
thinking that he did not ring you up, but that you rang 
him up at 3.50 to give him these instructions? — Yes, that 
is true. 

3463. Mr. Milner Holland : You did mention, in answer 
to my Lord, that Jardine Matheson had about half a 
million other gilt-edged? — That was for Provident Fund 
purposes. 

3464. That is what I thought you said. They were held 
for the Provident or Pension Fund? — That is true. 

3465. Did they hold any other gilt-edged, not so held 

for the Provident or Pension Fund? — Well, the learned 
gentlemen over here have been asking me about the Jar- 
dine Group. I am rather confused what he does mean by 
that. If you are talking to me about the Jardine Group, 
as he has named it 

3466. No, I am not, I am talking about Jardine Mathe- 
son & Co. Ltd? — Solely Jardine Matheson? 

3467. Jardine Matiheson & Co. Ltd. My question is 
this : had they any other gilt-edged except those you have 
mentioned here, apart from the Provident and Pension 
Fund? Have they, or have they not? — They hold non- 
British giit-edged securities. 

3468. Well now, do they hold any other British Govern- 
ment securities? — If you include Australian gold dollar 
loan, yes. 

3469. If I do not include Australian gold dollar loan, 
what is the answer then? — No. 

3470. So that with the exception of Australian gold 
dollar loan, this sale was a sale of all the British Govern- 
ment gilt-edged securities held by Jardine Matheson & Co. 
Ltd., other than that held for the Provident and Pension 
Fund? — That is so. 

3471. Mr. Veale: In your statement you say that 
between 5.00 and 5.10 on the same day “I reported to 
Mr. W. J. Keswick that I had managed to oomplete the 

(The Witness 

Chairman : Mr. Winn, ought we to clear up Mr. Hurst 
before we go on to another main witness? 
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order, and thus avoid having to enter the market again 
the following day.” Did it make any difference to you, 
or indeed to anybody, one way or the other whether 
you entered the market the following day or not? — None 
whatsoever. 

3472. You say “ I reported that I had managed to com- 
plete the order”? — That is true. 

3473. Had you instructions to report back whether you 
had or not? — No, I had no specific instructions to go 
back and tell them, but in cases like that I use my instinct 
— 1 think this is what I wrote — if it is a big order, I 
would naturally tell him, the same as any other major 
issue I would tell him. 

3474. When you were selling, had you got in mind the 
prices that you had written down on the draft telegram? 
—I had. 

3475. 87, 76 and 97?— Yes. 

3476. You, in fact, sold at rather belter prices? — I 
did, yes. 

3477. Your instructions were, you told my Lord, to 
sell “ at best ” — Y es. 

3478. Supposing you had been able to get something 
slightly less than 87, what would you have done? — If it 
had been materially less, I would not have sold. 

3579. Do you mean you would have ? — I would have 

referred to Mr. Keswick for further instructions. 

3480. It is rather on the meaning of the words “ at 
best Did Mr. Keswick use the actual words “ at best ”? 
— I do not think so, frankly. I think he told me to do my 
best. 

3481. I would like to know, because my Lord was ask- 
ing you questions on that very basis? — I cannot be sure. 

3482. Are you saying now that you do not really remem- 
ber the words that were used? — It is very difficult. I am 
trying to give my evidence truthfully, and I do not want 
to mislead anybody. 

3483. The note I made of your evidence was “ sell at 
best ” and then “ do what you can today.” Are those 
words that you remember accurately; or is it what you 
think he might have said? — I am quite certain that Mr. 
Keswick did not tell me to complete the order that day, 
or try to. He said, in a rather off-hand casual way. 
“ There is the cable ” and some words which meant “ I do 
not expect you will be able to do it today, or do all of it 
today ”. 

3484. He said “ I do not expect you will be able to do 
it all today ”? — That is what he implied. I am not saying 
he said these words. That was the impression I got. 

3485. Chairman: I want to follow that up a little. 
The instructions you gave Mr. Hurst were clearly, were 
they not, “ Sell at best ”? — That is true. 

3486. And you did not expect him to come back to 
you? — I knew when I telephoned him what they would 
roughly do, and I knew that various prices were well 
ahead of what was in in the cable going out. 

3487. I do not understand. You had nothing, had you, 
from Mr. Hurst as to prices since the morning of the 
18th? — I alsoTeceive every day a statement, a list of Stock 
Exohange prices, and I may be wrong, but in the case of 
gilt-edged, I think they very seldom vary very much. 

withdrew .) 

Mr. Winn: If your Lordship pleases. 



Mr. James Hurst, recalled 



Chairman : You have been sworn. 

Mr. Winn: Probably my learned friend Mr. Megaw 
would wish to ask this witness some questions. 



3488. Mr. Hurst, did you hear Mr. Beer giving evidence 
this morning? — I did. 

3489. You were present at that time? — Yes. 

3490. And you know that he produced two sheets of 
notes? — Yes. 

3491. He was asked some questions as to those notes 
remaining in his possession and being available? — Yes. 

3492. Would you take the two sheets of notes and tell 
the Tribunal anything that you wish to tell them with 
regard to those notes? (Notes handed to the witness .) — 
Exhibit 3 is a page from a loose-leaf dealing book which 
our dealers use, and that would normally be kept for 
maybe two or three years. They are just filed away in 
chronological order as evidence that that transaction was 
carried out on that day. The bargains are in fact checked 



Chairman : Do you want these notes, Mr. Megaw? 
Mr. Megaw : If your Lordship pleases. 

(Notes handed to Mr. Megaw.) 



with the jobbers on the following morning, and I have no 
further comment to make about that. Exhibit 4 is just a 
piece of a scribbling block which no doubt was on the 
desk that my dealer was using at the time that I asked 
him to carry out these sales. It consists of the telephone 
numbers of the four jobbers, rather of three of the four 
jobbers he rang up. The telephone number of the fourth 
jobber, Wedd & Owen he did not bother to take because 
he had only called them once. On this piece of paper 
also there are some other prices, nothing to do with the 
gilt-edged stocks, and the reason why this particular note 
has been retained is that I took it from Mr. Beer at the 
time he dealt because in the first place I wanted to 
make sure that I booked these bargains correctly for the 
purposes of having the contract notes completed, and also 



Further cross-examined by Mr. Megaw 
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wanted the information which is on that piece of paper 
other than the gilt-edged prices. It is fortuitous in a way 
I did, because Mr. Beer only keeps his rough notes for 
two or three days. I keep mine for about six months. 
I have one drawer in my desk and if there is anything 



which I write on any other paper than in my desk book, 
I just automatically put it in that drawer, and every so 
many weeks just lift the top ones up, throw the bottom 
ones away, and go on like that, and I have done that for 
the last ten years or more. 



'(The Witness withdrew .) 



Mr. Winn: If your Lordship pleases, I would desire 
to read the Statutory Declaration of Mr. Barton. It is 
B.23. It is a Statutory Declaration made in London on 
the 29th November of this year by Hugh David MacEwen 
Barton, of Jardine Matheson & Co. Ltd. of Hong Kong, 
and he says: “I am Chairman and Managing Director 
of Jardine Matheson & Co. Ltd., which company is the 
General Manager of the companies referred to” and he 
refers to the Indo-China Steam Navigation Co. Ltd., The 
Jardine Engineering Corporation Ltd., Lombard Insurance 
Co. Ltd., and the Hong Kong Fire Insurance Co. Ltd. 
Then Mr. Barton says he will refer to those companies 
and to Jardine Matheson & Co. together as the “J.M. 
Group ”. 

“ Matheson & Co. Ltd. are the London correspondents 
of Jardine Matheson & Co. Ltd. and have acted in that 
capacity for more than 100 years. I have read the state- 
ment of Mr. William Johnston Keswick dated 21st Novem- 
ber, 1957, together with the Annexes ‘ A ’ to ‘ O ’ thereto,” 
and he attaches copies. 

“I confirm that the facts set out in Mr. Keswick’s 
statement in so far as they refer to me and the companies 
of the J.M. Group are true and accurate. 

"The companies of the J.M. Group by virtue of their 
residence in Hong Kong are not subject to the Exchange 
Control restrictions to which residents in the United 
Kingdom are subject and they can invest their funds in 
dollar, or indeed, any other non-sterling securities. In 
view, however, of the close connections the companies of 
the J.M. Group have always had with the United 
Kingdom, it has been the policy of the respective Boards 
to keep a large proportion of their funds and investments 
in the United Kingdom. 

“From the early months of 1957 I became progressively 
concerned with the position of sterling, and on more than 
one occasion I expressed to Mr. Keswick my view that 
the companies of the J.M. Group should consider reducing 
their holdings of gilt-edged. There was an increasing lack 
of faith outside the United Kingdom in that currency, 
the pressure upon the pound was increasing and it seemed 
to me that devaluation could be only a matter of time. 
This trend culminated in the financial crisis in August 
and early September of the year. 

“In the last week of August, 1957, it was agreed, at 
my suggestion, that a proportion of the gilt-edged invest- 
ments of the two insurance companies of the J.M. Group 
should be realised and reinvested in dollar securities. The 
circular letter of Lombard Insurance Co. Ltd. of 17th 
August, 1957 (Annexe B to Mr. Keswick’s Statement) 
refers. In the early days of September I was seriously 
considering whether the same action should not be taken 
in respect of the gilt-edged securities of the other com- 
panies of the J.M. Group, i.e. Jardine Matheson & Co. 
Ltd., the Jardine Engineering Corporation Ltd, and Indo- 
China Steam Navigation Co. Ltd. I therefore wrote to 
Mr. W. J. Keswick and Mr. J. H. Keswick for their views 
on this point. These letters were written on the 3rd and 
5th September respectively ” and they are annexed. 

“ Owing to the fact that Mr. W. J. Keswick was on 
holiday at the time, I did not receive any reply to my 
letters until the 18th September, 1957 (Wednesday) when 
the cable (annexed) which had arrived the previous 
evening, was shown to me after decoding in my office 
at approximately 9.30 a.m. Hong Kong time. 

“ On returning to the office on Monday, 16th September, 
1957, after a week’s leave in Japan and after studying the 
latest reports on the sterling crisis, I decided that I would 



have to take the action I thought to be prudent in the 
circumstances, without waiting for the reply from Mr. 
Keswick. I therefore arranged for Board Meetings to 
be held on 17th September, 1957 (Tuesday), at which 
Jardine Matheson & Co. Limited and The Jardine 
Engineering Corporation Limited decided to sell their 
holdings of gilt-edged. (The Minutes of those Board 
Meetings are Annexes ‘K’ and ‘L’ respectively to Mr. 
Keswick’s statement.) It was agreed to delay cabling 
the instructions to sell until after the Board Meeting of 
Indo-China Steam Navigation Company Limited fixed for 
the next day had been held. 

It was not possible to take the same decision in respect 
of the Indo-China Steam Navigation Company Limited oil 
that Tuesday as a Board Meeting had been convened some 
time previously for the following day (Wednesday), 18th 
September, 1957, at 12 noon (Hong Kong time). At 
that time Indo-China Steam Navigation Company Limited 
had an overdraft from a Hong Kong Bank to provide 
the moneys due on a new ship (The Eastern Maid) of 
which the Company had recently taken delivery. This 
overdraft was on favourable terms in that the interest 
payable was at a fixed rate, not subject to fluctuation with 
interest rates generally. It was known that the Company 
would shortly have to meet instalments on another new 
ship (No. 1962) and I had already arranged to make 
further borrowings from the Bank to meet these instal- 
ments at a rate of interest which was liable to fluctuate 
with current interest rates. In view of the general financial 
situation and the measures likely to be taken to deal 
with it, I expected interest rates to rise. The Board 
therefore decided, on my advice, that the proceeds of the 
sale of the Indo-China Company’s holdings of gilt-edged 
should not be used to discharge the existing overdraft 
but should (if this could be arranged with the Bank in 
Hong Kong) be placed on short-term deposit in a separate 
account at a rate equal to that payable on the overdraft, 
and be available either for reinvestment or to meet the 
instalments on No. 1962 and other known commitments. 

When I read on that Wednesday morning (18th Septem- 
ber, 1957), the views of Mr. Keswick set out in his cable, 
this confirmed to my mind, that the decision taken on 
the previous day to sell the gilt-edged holdings of Jardine 
Matheson & Co. Limited, and The Jardine Engineering 
Corporation Limited had been correct and that it would 
be right to take the same course in respect of the holdings 
of Indo-China Steam Navigation Company Limited at 
the Meeting which was to be held that morning. I inter- 
preted the phrase ‘ tighter money ’ in Mr. Keswick’s cable 
as meaning higher interest rates and a consequent lowering 
in the price of gilt-edged. The decision by the Board of 
Indo-China Steam Navigation Company Limited to sell 
its gilt-edged holdings was, therefore, taken on my recom- 
mendation at the Meeting, the Minutes of which are con- 
tained in Annexe ‘ M ’ of Mr. Keswick’s statement. T 
thereupon despatched a cable to Mr. Keswick (Annexe 
‘N’ to his Statement) giving the selling instructions in 
respect of the holdings of gilt-edged of Jardine Matheson 
& Co. Limited, The Jardine Engineering Corporation 
Limited and Indo-China Steam Navigation Company 
Limited. In pursuance of the authority delegated to the 
Sub-Committee mentioned in the circular letter of 
Lombard Insurance Company Limited referred to in 
paragraph 9 above, there was included in that cable an 
instruction to sell approximately £110.000 of the gilt- 
edged of that company and of its subsidiary, Hong Kong 
Fire Insurance Company Limited.” 



Mr. John Henry 
E xamined by The 

3493. Is your name John Henry Keswick?— Yes. 

3494. Are you a Director of Matheson & Company? 
— Yes. 

3495. I think you have read the statement of your 
brother, Mr. William Johnson Keswick? — Yes. 

3496. Dated 21st November, together with the papers 
annexed thereto?— Yes. 

3497. Do you wish to confirm that the facts set out 
in that statement in so far as they refer to you are true 
and accurate?— Yes. 



Keswick, sworn 
Attorney-General 

3498. You were on holiday in Scotland during the first 
weeks of September? — Yes. 

3499. Did you return to London for the days of the 
11th and 12th September? — Yes. 

3500. And then go North again? — Yes. 

3501. Had you intended to finish your holiday on the 
following Sunday night, 15th September? — Yes. 

3502. So as to be in your office on Monday morning? 
—Yes. 
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3503. But when the time came did you decide, however, 
to spend two extra days shooting in Scotland? — I did. 

3504. Did you not return to your office until Wednes- 
day, 18th September, 1957?— Yes. 

3505. Having travelled from Scotland by sleeper the 
previous night? — Yes. 

3506. Before you left the office on the 12th September, 
1957, did you leave a note for your brother, Mr. Keswick? 
— Yes. 

3507. Did you leave it to him as a reminder for his 
return from his holiday on the following Monday? — Yes. 

3508. The personal message from HB/DG mentioned 
in that note is the letter of the 5th September from 
Mr. Barton, is it not?— Yes. 

3509. Which he wrote to you. That is your first state- 
ment, which we have been through, is it not? — Yes. 

3510. You have since made a supplementary statement? 
— Yes. 

3511. In that supplementary statement did you say this, 
that the letter dated 5th September from Mr. Barton 
to you was waiting for you when you returned to your 
office in London on the 11th September? — Yes. 

3512. That you did not reply to that letter, but left 
a message for your brother to see when he returned to 
the office the following Monday? — Yes. 

3513. That is the note to which you refer in paragraph 4 
of your statement? — Correct. 

3514. That you took the letter of the 5lh September 
with you to Scotland when you went North again on the 
evening of the 12th?— Correct. 

3515. That you did not show this letter to your brother 
while you were in Scotland, but you told him you had 
received it, and mentioned to him that Barton was asking 
for your recommendation with regard to Jardine, 
Matheson’s holding of gilt-edged stocks ; is that right? 
— That is correct. 

3516. Had you had any correspondence with Jardine, 
Matheson & Co. with regard to the sales of gilt-edged, 
or with any of the Directors of that company, other than 
that referred to in this statement and your previous state- 
ment? — No. 

3517. Do you desire to emphasise that your brother 
and you could only make recommendations to Mr. Barton, 
who is the Managing Director of Jardine, Matheson & 
Co., and that that firm is completely independent, and the 
decisions concerning its operations are made by the Board 
in Hong Kong? — That is right. 

3518. Is that statement of yours dated 5th December, 
1957? — Correct. 

3519. Would you return to Annex E to your brother’s 
statement? — Yes. 

3520. Is that the letter that you received in London 
and took with you to Scotland?— It is. 

3521. It reads as follows, does it not: “Thursday, 5th 
September. En route to Japan for a week’s leave. 
Scribbling this aboard the Britannia”. I do not think I 
need read it all. I want to come to the third paragraph : 
“My only worry on leaving is the fear of devaluation. 
The pressure on sterling seems to increase. I would be 
grateful if Tony and you would let me have your recom- 
mendations so that I can take whatever action may be 
necessary when I return, as naturally I do not want to 
miss the bus in the firm’s gilts.” — “ With the firm’s gilts ”. 

3522. “ Sorry to bother you with such problems when 
you should be concentrating on the grouse.” You took 
that letter to Scotland with you when you went north on 
what day? — On the night of the 12th I went north. 

3523. This letter of the 5th would take several days to 
get to you, would it not? — From Tokio to London? It 
depends a great deal. If it goes over the Pole it would 
take a short time. 

3524. We do not know whether it went over the Pole 
or not. What I am trying to get from you is, on what 
date did you take it to Scotland? — I went on the 12th, 
and I took it with me on the 12th. 

3525. Where did you go to in Scotland? — Dumfries. 

3526. To the same place as your brother was staying at? 
— Yes. He was staying at Dumfries, but we were not in 
the same house. 

3527. Did you take it to Scotland with you with a view 
to consulting him upon it?— Not necessarily,. no. 

3528. I am not asking whether it was necessarily so or 
not. I am asking what your object was in taking it to 
Scotland with you? — I wished to take it. 

3529. “ Sorry to bother you with such problems when 
you should be concentrating on the grouse.” That was 
some indication, was it not, that Mr. Barton wanted you 
to pay a bit more attention to his letter than to the grouse? 
— Would you say that again? 



3530. That was some indication to you, was it not, that 
Mr. Barton wanted you to pay a bit more attention to 
his letter than to the grouse? — I do not think so, no. 

3531. Why did you lake it to Scotland with you instead 
of leaving it in your oflice? — Well, I put it in my pocket. 
I was interested in it. I thought I might want to refer to 
it. 1 had obviously to speak to my brother about this 
problem when I got to Scotland. I took it along because 
1 wanted to refer to it. 

3532. 'May I put it to you again, as I suspect is the 

answer ? — Suspect? 

3533. I suspect the answer is that you took it to Scotland 
because you thought you might have an opportunity of 
discussing this matter with your brother and of showing 
him this letter? — Yes. 

3534. Was that the object, or not? — No. 

3535. You took it, did you not? — No, no. I do not 
when I am on holiday take business letters, or even 
personal letters with business references, about with me 
very much. I took it to Scotland and put it on my desk. 
I did not carry i.t on to the grouse moor with me. 

3536. I was not suggesting you did that? — I did not 
have any chance of seeing my brother until I got on 
the grouse moor. 

3537. Were you slaying close by? — About eight miles. 

3538. Did you talk to your brother while you were on 
the grouse moor between drives as to this letter you had 
received from Mr. Hugh Barton? — To the best of my 
knowledge, no. 

3539. Did you mention to him that you had brought a 
letter up for him to see? — No, but in due course I told 
him that 1 had a letter from Barton and that he was very 
worried about this question of devaluation, and that he 
did not wish to “ miss the bus with the firm’s gilts ”, 

3540. What do you mean by “ in due course " ; when 
was that? — I think we must get the time-table correct. 
I arrived in Scotland on Saturday morning at about 7 
o’clock, and I went grouse shooting at about 9 o’clock. 
I do not think I spoke to him about this during that day. 
That was the Saturday, was it not? 

3541. I am all in favour of getting these dates, but 1 
think Saturday was the 1411). You say you went to 
Scotland on the night of the 12th. You would have been 
in Scotland on the Friday morning, and I suspect shooting 
Friday and Saturday? — Quite correct. I think I spoke to 
him about it on the Saturday. 

3542. You think it was on the Saturday you mentioned 
it to him? — Yes. 

3543. Can you give us, to the best of your recollection, 
what conversation passed between you when you men- 
tioned it to him on Saturday, the 14th? — No further than 
1 have just said. 

3544. Did he not say anything? — I think he said : “ Yes, 
we must do something about this ”. 

3545. Then you both went into your butts and shot 
grouse, I suppose? — Shot at them. 

3546. While you were in Scotland was there no further 
question about the state of the £, no further conversation" 
between you and your brother about the state of the £ 
or the pressure on the £? — I think we did discuss the 
question of money in this country. Both he and I, I 
think, agreed at that time that the “ squeeze ” was likely 
to continue in this country. 

3547. When did that discussion take place — on the 
grouse moor? — No. I think it was probably later in the 
evening. 

3548. So you met again after shooting? — I would say 
it was probably while we were counting the bag, or while 
the bag was being counted up — about that time. 

3549. You then came back to this financial subject, and 
I gather you expressed the view that the credit squeeze 
would go on? — That is my view, and was my view. 

3550. You expressed it? — Yes. 

3551. Did he agree with it or not? — Yes. I do not 
think we reached any great conclusion on the subject, lit 
was rather a hasty conversation. 

3552. Were there some hasty observations about what 
the Government or the Bank of England ought to do 
about it? — No. 

3553. Nothing said about the Bank rate? — No. 

3554. Or interest rates? — No. 

u 3555. Or about money getting tighter? — The phrase 
‘money getting tighter ”, no; “the squeeze”, yes. 

3556. What did you think would be meant by the 
credit squeeze going on — just the same continuation of 
the existing measures, or some accentuation of those 
measures? — Certainly continuation of the existing 
measures, and probably a tightening of the squeeze, if 
you know what I mean. 
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3557. Was there any discussion between you as to 
various methods of tightening the squeeze?— No. 

3558. One of the obvious ways of tightening the squeeze 

is to increase the Bank rate, is it not? I am not sum- 
ciently expert on these things to be able to say that, but 
I presume you are right. „ - m 

3559. I was asking you for your views? — I am sorry. 

I have no views. . , 

3560. No view at all?— I had a very strong view that 
the squeeze was going to get tighter. 

3561. Does that strong view of yours < th j 
oossibility of an increase in the Bank rate? Yes, l 
would say that it is possible, but there are other aspects 

°*3562. Did you think at that time ?— No ; I would 

ail 3563. Let me 1 finish the question. You may have 
guessed it right, but I had not quite completed it. Did 
Ton think at that time that there was any poMfcBjtytf 
the Bank rate being increase^ not perhaps that next 
week, but in the immediate future?— I did not think 

S °3564. Did you have any discussion with your brother ; 
did he say anything about that to you?— No. , 

3565. That evening did you carry on a little further 
the discussion you had about Mr. Hugh Bartons letter? 

3566 You had taken the letter to Scotland and had a 
passing reference to it out shooting?— No, more than a 
passing reference; a definite reference, that we had to 
do something about it. . , 

3567. What did you take that to mean, that you had 
to do something about it?— We were asked for our recom- 
mendations, and therefore we had to give them. 

3568. Not more specific than that?— No. 

3569. You stayed in Scotland then, did you, from the 

12th September until the night of the 17th September. 
That is correct. . , . , ., 

3570. During that period did you speak to your brother 
at any time?— He left on the Sunday. I did not speak to 
him after he left on the Sunday. 

3571. You suddenly, I gather, made up your mind to 
stay another two days in Scotland? Yes, I did. 

3572 Did you let your office know you were not 
coming back for another two days?— No, I did not. 

3573 Did you let your brother know that you were 
not coming back for another two days?— No I did not 

3574. You just did not let anyone know, but just did 
not turn up? — I played truant. _ 

3575. And you received no enquiry from your hrm or 
from your brother as to what you were doing and whether 
the shooting was good? — No, but they knew I was coming 
back, because I had booked a series of sleepers on various 
nights, and it was pretty obvious to them, I imagine, 
that I would get on to one. 

3576. One or other of them?— Yes. 

3577. How long a series of sleepers had you booked? 
—I think it was three in a row. 

3578. You might have come home Sunday night, 
Monday night or Tuesday night; is that right?— Yes. 

3579. Before you left the office, you had on the 12th 
September written a note for your brother, had you not? 
—Yes. 

3580. May we turn to that? It is marked “ G ”. Most 
of that document is in your handwriting, is it not, Mr. 
John Keswick?— Yes. I think there are four or five 
words in the middle in my brother’s handwriting. The 
rest is in mine. 

3581. I was going to ask you about that. Most of it is 
in your handwriting? — Correct. 

3582. It starts: “ WJ.K. on return,” does it not? — Yes. 

3583. “I have a personal message from HB/DG” — 
that is Barton? — Yes. 

3584. — “ asking that we cable news on devaluation.” 

Mr. Milner Holland: I think that is “views”. 

3585. The Attorney-General: I am much obliged. — 
“ asking that we cable views on devaluation and asking 
if we recommend selling gilts.” Then you have written 
the word “Discuss”, and then there are your initials? 
—Yes. 

3586. Then: “12.9.57,” and a postscript in your writ- 
ing too, is there not? — Yes. 

3587. “ His Boards are obviously scared ”7 — Yes. 

3588. Then is that “c.f. Kadoorie”? — It is “e.g.” 

3589. “e.g. Kadoorie on the £. They have cash com- 
mitments, e.g. instalments on ship” — then what is the 
next word? — “Dyeing and finishing”. May I explain 
that. 



3590. Certainly? — We were setting up a dyeing and 
finishing plant in Hong Kong, and the cost of that will 
have to be paid for by Jardine, Matheson & Co., and 
therefore they have considerable cash commitments which 
they will have to meet in the fairly near future. That 
is “dyeing and finishing.” 

3591. I am grateful, because I must say I find it diffi- 
cult to decipher?— I agree. The next words are rather 
difficult. 

3592. I have deciphered them : “ Insurance deposits can- 
celled ” ; is that right?— Yes. I do not know whether the 
spelling is right. 

3593. At any rate, that is the note that you left your 
brother on the 12th when you left to go to Scotland?— 
Yes. 

3594. But seeing your brother in Scotland the next day, 
or the day after at any rate, you were able to tell him about 
this, were you not? — Yes, I was. 

3595. Then when you got back after playing truant, did 
you see this note again? — Do you mean .immediately, or 
at any time between now and then, or what? 

3596. Are the words: “I will draft a telegram” in 
your brother’s hand writing?— Yes. 

3597. I was wondering whether that was a message to 
you, or meant to be a message to you? — I would regard 
it more as an observation for myself, and anybody else 
who wanted to read it. 

3598. May I pursue this to see if I can get it dear? 
Your brother comes back on the 16th? — The Monday. 

3599. He arrives in the office on Monday morning? — 
Then he gets this. 

3600. He gets this, and he drafts a telegram that morn- 
ing? — He gets this immediately he arrives, looks at it, and 
writes on it: “I will draft a telegram.” 

3601. We shall hear that from him. At any rate, 
you were not going to see this until you got back, and 
the earliest you were expected back was the morning of 
the 17th? — No. I think I might easily have turned up 
on the 16th. 

3602. You were both coming South from Dumfries? — 
That is right. 

3603. On the Saturday had you given him any indica- 
tion that you might return on the Sunday, Monday or 
Tuesday nights? — I said: “ I will be down next week.” 

3604. Not saying which day? — No, I did not say which 
day. 

3605. You got then to the office on the morning of 
the 18fih? — The morning of the 18th, Wednesday. 

3606. Wednesday morning. Did you then see, not only 
the message with die superscription written on it by your 
brother, but also the letter dated 16th September, which 
had been written by your brother? — I saw them during 
that day. The system we have in our office is that papers 
such as these are put in a loose file and then put on my 
desk, and I Tead them when an opportunity occurs. 

3607. Did you see the telegram that had been sent to 
Barton? — I did. 

3608. On the 17th September? — I did. 

3609. That really expressed, did it not, your views that 
there would be no devaluation, at least, not immediately? 
— Yes. I felt that that was a correct telegram. I sup- 
ported it. 

3610. Had you, when you were up in Scotland shoot- 
ing with your brother, expressed the view to him that 
there would be no devaluation, at least not immediately? 
— I do not think I did express it during those short 
moments when we were discussing business, but dt was 
a view that I had held for many weeks, that there would 
be no devaluation. I had been asked many times by 
people in Hong Kong, in Holland and Germany, and each 
time I said: no devaluation. 

3611. And no doubt your brother was fully aware of 
your view? — I think so, yes. 

3612. And fully aware of your view on that point 
before the 16th September? — Yes. 

3613. And you had told him when you were in Scot- 
land that you thought the credit squeeze would go on? 
— That was my view. 

• 3614. Is that another way of saying: “Anticipating 
tighter money”? — 'Not necessarily. I think I answered 
that question a minute or two ago. I do not think that 
they are one and the same, or that “ tighter money ” could 
mean other things besides increasing the interest rate. It 
■is availability of money that I was interested in. I was 
more interested in availability of money than iri actual 
interest rates. 

3615. The interest rate has a reaction on the availability, 
does it not? — Not necessarily. 
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3616. Usually, does it not? — No. 

3617. Wc will not pursue that subject. What 1 wanted 
to get from you, if I could, was this : you had made your 
views known about the credit squeeze going on, to your 
brother in Scotland?— I did. 

3618. He already knew of your views about the possi- 
bility of devaluation? — No, 1 do not think so. I think 
he knew from me that I did not think there was a 
possibility of devaluation. 

3619. I think you must have misunderstood me. I put 
to you that he already knew your views on the question 
as to the possibility of devaluation. Your view was that 
it would not be?— Correct. 

3620. And he knew that? — Yes. 

3621. So that, just assuming for the moment that the 
phrase here “ tighter money ” means no more than keeping 
on the credit squeeze, your brother had knowledge of 
your views on those two points on the 16th September?— 
Yes, he had had it for some time, I think. 

3622. When you got back on the 18th, did you have a 
discussion with your brother about this telegram ?— No. 
He told me I had better see the telegram that had gone. 

3623. Did you have a conversation with him about the 
telegram at any time before the Bank rate was raised? 
—No. 

3624. Can you indicate, if your brother was acquainted 
with your views, when he was in Scotland and you were 
in Scotland, about the credit squeeze, and if he was 
acquainted with your views with regard to devaluation, 
what useful purpose was likely to be served by holding up 
this telegram pending your return?— No, I cannot. I 
would like to add to that that it is not unusual for him 
to hold up a telegram for me to sec, because we work 
very much closely together, and I very often do not send 
telegrams till he has seen them nor does he send telegrams 
till I have seen them. 

3625. Does the same apply to letters?— Yes. It is by 
no means a hard and fast rule, but it is quite a common 
occurrence. 

3626. Is it a hard and fast rule with regard to the 
cables? — No. 

3627. Do letters, to catch the airmail to Hong Kong, 
have to be in by 12 o’clock noon?— Would you explain 
the purpose of your question a little more ; I might be 
able to help you. 

3628. I am just asking you to save, perhaps, calling 
someone from the Post Ollice, if you want to get an 
airmail letter to Hong Kong as quickly as possible, has 
it got to be posted by mid-day?— I do not think so, no. 
My impression is that the airmails go very frequently, 
and you can post a letter almost any time and it will get 
the next plane out. I do not know the technique of 
catching the next plane. I think it is not, by any means, 
hard and fast. 

3629. Do you know that planes only go on Tuesdays, 
Thursdays and Saturdays?— I did not know, no. 

3630. Having seen that telegram that was sent off dated 
the 17th September, did you anticipate that you would 
get an answer before Thursday, 19th September?— Will 
you say that again, because I did not quite hear it. 

3631. Having seen the telegram that was sent off on 
the 17th September, did you anticipate that you would 
get an answer from Mr. Barton by the 19th September? 
— Yes. I say “yes” with hesitation, because it was by 
no means certain, but it was likely. 

3632. I asked you, and I used the word “anticipate”? 
— Anticipate. 

3633. Did you expect?— Yes, I think “anticipate” is 
fair, but to my mind the word “ anticipate ” is not certain 
that we would. 

3634. I was not suggesting it was, and I am certainly 
not seeking to be unfair to you in any way. I am merely 
asking you what you expected or anticipated? — Yes, I 
think we did expect an answer. 

3635. Did you expect, having regard to Mr. Barton’s 
letter to you on the 5th September, and your telegram 
or the telegram your brother had sent, .that the instructions 
would be to sell? — Yes, that I anticipated. 

3636. That is all I am asking you? — Yes. 

3637. Did you have any discussions with your brother 
as to how the sales should be effected? — No. 

3638. When was the first you knew of the receipt of 
this telegram from Mr. Barton, dated the 18th September? 
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—I think it was in the evening, about 5 or 6 o’clock in 
the evening. 

3639. Your brother did not discuss with you, whether 
you should sell that afternoon? — No. 

3640. Did not tell you anything about the receipt of 
this telegram? — He did not see me. 

3641. Were you in the office .that day?— I was out at 
meetings, I think. I was in the office that day, yes, but 
I was not in all day, by any means. 

3642. Were you in the office that afternoon? — I do not 
think 1 was. 

3643. Can you say for certain?— Not without reference 
to my diary, which 1 have not got here. 

3644. At any rate, can you recollect any conversation 
with your brother that day about this matter?— No. 

3645. You and your brother work very closely together? 
— Yes. 

3646. And, I suppose, you were as he was, no doubt 
concerned about the position of the pound at that time? 
— I was not unduly concerned. 

3647. Concerned about the pressure on sterling? — I 
was worried about it, yes, but I was not more worried 
that day than any other day. 

3648. Did you discuss that with him during that meeting 
after your return from Scotland? — Did I discuss devalua- 
tion with him? 

3649. The financial position of this country, putting it 
quite broadly? — Not in detail. 

3650 He had said to you in Scotland in relation to 
the Barton message to you. which vou gnve him, that he 
would deal with it on his return? — Yes. 

3651. Did you have a general discussion with him on 
your return about the financial position?— No. 

3652. And the steps that might be taken to deal with 
it?— No. 

3653. I must ask you this: before the raising of the 
Bank rate, had you heard that possibility discussed at all? 
— No. 

3654. Had your brother said anything to you about it? 
— No. 

3655. No hint of any kind? — No. 

3656. Did you approve the terms of the telegram? — 
No. 

3657. When you saw it? — Oh, when I saw it. 

3658. The (.elegram your brother had sent? — Yes, I 
thought it was a very good telegram. 

3659. Now nmy 1 ask you one question about what 
its meaning was. It said, “ Recommend selling majority 
of J.M. Co. Ltd.’s holding”? — Is that the outward one 
or the inward one? 

3660. That is the outward one to Barton of Hong 
Kong 17.9.57. You see that phrase? — Yes. 

3661. What did you understand that to mean? Did 
you understand it to mean selling the lot? — Frankly, I 
did not know what it meant. It seemed to me a very 
foolish remark, because either you sell the whole lot or 
else you sell a definite proportion or half, or something 
like that. “Majority” seemed to me a foolish word, 
frankly. I did not attach very much meaning or im- 
portance to it. 

3662. I thought you just told me that this was a very 
good telegram? — I do indeed think it is a very good 
telegram. 

3663. A very good telegram containing an unfortunate 
sentence, is that right? — No, not an unfortunate sentence, 
an unfortunate word, I think, or two words. 

3664. “ Majority ” ? — “ Majority of ”. 

3665. If you got instructions from one of your clients 
to sell the majority of a holding, you would not be right, 
would you, to interpret that as instructions to sell the 
lot? — Well, I am not in a position to have clients who 
tell me that sort of thing, but I must say that if I gave 
my stockbroker instructions to sell a majority — I would 
not do, in the first place, but if I did — I would not mind 
in the very least if he sold the whole lot. 

3666. Let us look and sec what happened here. The 
recommendation comes in this telegram : “ Recommend 
selling majority” and the answer comes at N “Sell at 
your discretion majority”? — I think that is just repetition 
of phraseology. 

3667. Yes, I quite agree. Did you take that as autho- 
rity to sell the lot? — I would not hesitate to sell the lot 
if I got that message. 
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Re-examined 1 

3668. When you got to the office that morning, Wednes- 
day, 18th September, you say that you saw the draft 
telegram, document “ H ”, in front of you on your desk . 
—I do not think I saw the draft. I think it had gone 
by then. I think I saw the copy of the final telegram. 

3669. You also said, I think, that you saw a lettei. 
Was that the original of the letter waiting to go, or was 
it a carbon copy of the letter? — It would be a carbon 

C °3670. You had discussed, while your were in Scotland 
between the 12th and 14th September, economic matters 
generally with your brother? — Very generally. 

3671. And you had given him your views as to de- 
valuation? — Yes. 

3672. And he had agreed with them? — Yes. 

3673. Would you look at the telegram which went on 
the 17th September, which you had not seen at that time 
— that is document “ J ”? — Y es. 

3674. The first two sentences of that telegram deal with, 

I suppose, what one might call general economic matters'? 
— Y es. , . . 

3675. And then there is, is there not, a recommendation 
of certain things? — Yes. 

3676. When you saw your brother in Scotland, had you 
discussed the question whether or not you should make 
any particular recommendations with regard to Jardine 
Matheson & Co.’s securities? — We felt — I felt — that we 
should agree with Mr. Barton, who we knew, wanted to 
sell, and my expression of opinion then was that we 
should recommend that he should sell. 



' Mr. Megaw 

3677. You had discussed that matter with your brother 

in Scotland? — In very general terms, not in detail or at 
great length. . „ . „ 

3678. Had you discussed the question of prices?— No. 

3679. Had you discussed the question of securities held 
by the Indo-China Steam Navigation Company?— Not in 
detail, but in a matter like this we would not take things 
by halves, we would go the whole way or nothing. 

3680. Had you discussed with your brother in Scot- 
land any question as to what should be done with the 
proceeds of the sale of Jardine Matheson & Co.'s securi- 
ties? — No. 

3681. In your first statement you said — and I think you 
accepted it when it was put to you by the learned 
Attorney-General (it is paragraph 3 of your first state- 
ment )_ “i had intended to finish my holiday on the 
following Sunday about the 15th September, so as to be 
in my office on Monday morning, but when the time 
came, I decided to spend two extra days shooting in 
Scotland.” Is that correct, or not? — That is correct. 

3682. Do you want to qualify that in any way? — No, 
that is .correct. 

3683. Can you remember when it was that you made 
up your mind to depart from that intention? — I would 
say it was about 6 o’clock in the evening on Sunday. 

3684. Sunday evening? — Yes. 

3685. Do you remember, or do you know, when your 
brother left? — 1 think he left in the morning of Sunday 
by motor car. 



By The Tribunal 



3686. Chairman. It has been said— you have said— I 
thin k more than once that you and your brother very 
naturally work very close together?— Yes. 

3687. You discuss all matters of policy between you? — 
Not all but a great many. 

3688. I think I understand, but at one time you gave 
the impression that really you and your brother did not 
discuss the matter or hardly at all in Scotland? — Yes, that 
is correct. 

3689. But you must have gone into it very closely, 
must you not? — No. 

3690. I do not mind whether it was between beats or 
counting the bag or when it was, but you did have serious 
discussions about the matter? — No. 

3691. That I find very difficult to understand. You 
found when he got back that he had sent off quite a 
long letter dated 16th September? — Yes. 

3692. Expressing certain views. I imagine that those 
were views that you and he had arrived at in Scotland?— 
My Lord, the relationship between two brothers who work 
in offices next door to each other over a period of six 
months, anyway in our case, is very close, and he was 
perfectly well aware of my views over the summer, and 
we had been in Scotland together for a fortnight during 
the first part of September, and it was quite unnecessary 
for us to sit down and discuss in great detail this prob- 
lem, because we are in such sympathy together that it 
emerges ; I mean, there is no object in me or him really 
discussing it at great length because it is unnecessary. 

3693. It may be a matter of words, but the period you 
had had together in Scotland was sufficient for you 
fully to understand each other’s views? — Oh, yes. 

3694. Have you got Exhibit F? I may have got this 
wrong. I want your help. It is a document headed 
“ Glen Kiln, Tuesday ” and somebody has written in 10th 
September? — Yes. 

3695. And it is headed “Johnnie”? — Yes, that is me. 

3696. Is that in your brother’s handwriting? — Yes. 

3697. Intended for you? — Yes. 

3698. Something that you would get the moment you 
arrived in Scotland? — Wait a moment. I think I was — 
I thin k this was sent to me in London. 

3699. Let us be clear about dates. You arrived, 1 
understood, off the night train on the morning of Friday, 
13th September. You would have left London on the 
12th? — The night train of the 12th. 

3700. I do not know, but I thought this was the note 
which you would find on arrival? — No, I think it was 
sent from Glen Kiln, which is in Scotland, to me in Lon- 
don, because I was in London for two days, you see, 
11th and 12th. 

3701. I do not know. It is not in the form of a letter 
exactly. It looks more like a note? — No, it is a letter. 



3702. It is a letter?— Yes. 

3703. So when that arrived — and it was received in 
London by you before you left? — Yes. 

3704. You see what it says. First of all “ Yesterday’s 
bag ” ; we will not worry about that. Then there is a 
list of people who, I suppose, were shooting with him. Is 
it a shooting he rents?— That is right. 

3705. I see Mr. Nigel Birch, the Economic Secretary, 
was there? — Yes. 

3706. And Eric Hambro?— Evie. His writing is very 
bad. 

3707. Is that Hambro’s Bank? — No. 

3708. He is not a director of the Bank of England? 
—No. 

3709. Who is Eric Hambro? — Evie, E-v-i-e. He is a 
nephew I think of the Hambro Bank family. 

3710. Then there is a name I cannot read? — Tony 
W. that is. 

3711. Who is that? — That is my eldest brother’s son- 
in-law. 

3712. And the next name? — “ Humphrey P.” 

3713. Who is Humphrey P.? — He is my eldest 
brother’s brother-in-law. 

3714. This is the family party? — Yes. 

3715. And Edward Alan Fox?— He is a boy at Eton. 

3716. And the others? — “ Davy, Tony and John ” the 
three Keswick brothers, and “ C ” and “ S ”, my brother, 
W. J. Keswick’s two sons. 

3717. That is just putting you up to date with this? 
—Yes. 

3718. It goes on to say : “ Gilts. I am worried about 
the firm’s and the company’s gilt-edged. Remind me next 
week. We must do something about them ”. That is 
when you arrived in Scotland? — No, when we got back 
to London. 

3719. “Hugh”— that is Hugh Barton— “of course will 
want to olear out of the lot. Perhaps he is right and 
they should be sold. The future certainly looks murky. 
I thought Nigel ’’—that is Nigel Birch I suppose—" was 
very depressing.” When you met in Scotland you had this 
letter and you had also the letter from Barton? — Yes. 

3720. And quite clearly, there is no mystery about at, 
you and your brother must have discussed the matter? — 
We did. 

3721. And he got to know your views and you got to 
know his views, and when he got back to London he 
wrote the letter of the 16th September? — Yes. 1 do not 
think it is quite clear to say I got to know my brother’s 
views and he got to know my views. We knew each 
other’s views pretty well all the way along. It was nothing 
new. I think it might give the impression that we had 
suddenly cooked up a new idea. 

3722. You did discuss the matter together?— Yes. 
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3723. You were back in London on the 18th I gather ; 
you went to the office on the 18th? — Yes, I did. 

3724. But you say you were out, were you not, when 
the instruction to sell arrived? — Yes. 

3725. Have you got your diary with you? — I have not 
got it. I have a little one, but my office diary is in my 
office. 

3726. You could bring your office diary tomorrow to 
see what your appointments were? — Yes. 

3727. You have commented rather on the inaplness of 
the instructions which took the form of “sell majority 
holding ”? — Yes. 

3728. And in fact those were the instructions received 
from Hongkong? — Yes. 

3729. You have seen that telegram? — Yes. 

3730. I understand you were never consulted by your 
brother as to how much of the holding was to be sold? — 
No. It would not occur. 

3731. You said — 1 do not know whether you intended 
it — “If I had instructions to sell the majority of the 
holding I would have sold them ”? — I would have sold 
them. 

3732. Your brother did. Did he talk to you about it? 
—No. 

3733. Mr. Milner Holland: 1 have not quite under- 
stood ; perhaps it is my defective hearing. If you had 
instructions to sell the majority would you have sold 
them or would you not have sold them? — In this particular 
case I would have sold them all. 

3734. Because it was your view and had, for a long 
time been your view, that these gilt-edged should be sold ; 
is that right? — No. It was for a long time the view of 
Barton of Hong Kong. 

3735. When did it become yours? — I should say it had 
been borne in on my mind during September. 

3736. Not earlier? — Possibly during August, yes; I 
would not like to say when the germ of the idea started 
in my mind or when I became more convinced that it was 
the right thing to do. It is not a decision that I would 
definitely reach at any given time. 

3737. Do you think possibly it was the letter, Exhibit 
“F”, which perhaps crystallised your view that the gilts 
ought to be sold? — No, much more the letter from Barton 
of the 5th, the one written in the aeroplane en route to 
Japan. 

3738. Barton wrote on the 5th, let us get again what 
he said : “ My only worry on leaving ’’—that is on leaving 
to go on leave to Japan— “ is the fear of devaluation. 
Pressure on sterling seems to increase. I would be grateful 
if Tony and you would let me have your recommenda- 
tions ”. What else was there in that letter which influenced 
your view, except the sentence : “ My only worry on 
leaving is the fear of devaluation. Pressure on sterling 
seems to increase”? — “I do not want to miss the bus 
with the firm’s gilts.” 

3739. Nobody wants to do that? — Nor did I. 

3740. That is a mere expression of view. What is 
there in Mr. Barton’s letter that helped you to crystallise 
your view that they should be sold ; what new fact — 
“Pressure on sterling seems to increase ”?— No, not 
entirely. I knew that, he had a series of commitments in 
front of him. He had to pay instalments on ships, as you 
will have learned from his statement. There was one of 
those due within a month or it may be six weeks, and 
there was a second instalment due before the end of this 
year running into the neighbourhood of £250,000, and it 
seemed to me that that was one very good reason why 
he should sell and keep himself liquid at a time when I 
thought that the credit squeeze and the availability of 
money was going to be less — that there was going to be 
less availability. I knew what his commitments were. 
When he said : “ I do not want to miss the bus with gilts,” 
I think it was very advisable for him to sell in order to 
remain liquid. 

3741. But nothing in his letter produced an argument 
for selling. The argument that you are telling us — and 1 
understand it perfectly — is that you felt that money was 
going to be less readily available? — Yes. 

3742. Barton had not said that? — No. He was scared 
of devaluation. He had been hammering away at devalua- 
tion all the way along. 

3743. Now look at the letter your brother wrote to 
you on the 10th September ; that did contain some 
anxious thinking which might well have conveyed to you 
that gilts should be sold? — Well, the combination of the 
two. They both arrived at about the same time and the 
combination of the two convinced me. 

3744. All I was putting to you (which you would not 
at first accept) was that your brother helped you to make 



up your mind that the gilts ought to be sold, and you 
said no, it was what Barton wrote to you. I think on 
reflection you will agree, will you not, that your brother’s 
letter was far more alarming? — I agree it is more alarming, 
but I think it is a combination of the two letters which 
brought me to my conclusion. 

3745. When did you decide to go to Scotland on the 
12th? How long had you been intending to go — or was 
it a sudden thought? — No; I had been intending to go 
all the way, right through, from the time 1 planned my 
holiday, in July. 

3746. You had been in Scotland with your brother in 
the previous month, August, had you? — I had been up 
and down. 1 spent most of the weekends there, and 
rather short weeks in the middle here in London. 

3747. It was not a sudden impulse? — No. 

3748. Your brother knew that you were coming up? — 
Surely. 

3749. Are you sure of that? — Yes. 

3750. Have a look at his letter. Exhibit “F”. Look 
at the last sentence? — “ Sorry the holiday is nearly over ”? 

3751. And the next one? — “See you No. 3 Monday.” 

3752. This is written on Tuesday, 10th September, from 
Scotland, and your brother was saying: “Sec you No. 3 
Monday ’’? — Yes. 

3753. “ No. 3 ” is No. 3 Lombard Street, is it not? 
—Yes. 

3754. Do you think this letter looks as if your brother 
was expecting you up there on Thursday the 12lh?— Yes. 

3755. Why should he write on Tuesday, the 10th : “ See 
you No. 3 Monday”? — He thought I would be there on 
Monday. 

3756. Js this the fact, that you thought that matters 
were so serious that when you received your brother’s 
letter you got on the train and went up to .Scotland at 
once? — No. 

3757. The dates would fit that theory, would they not? 
— No, I do not think so. I think the fact that l had 
booked my passage up many, many weeks before is a 
clear indication that I had intended to go up that night 
and had been meaning to do so for many weeks. 

3758. In the letter, Exhibit “F”, where your brother 
sets out his views, he appears to be really somewhat un- 
decided as to what had got to be done about Matheson’s 
gilts. He says: “We must do something about them. 
Perhaps Barton is right ”, and so forth ; that is right, 
is it not? — Yes, I presume it is. 

3759. I do not know whether you understood it in that 
way. You having received that letter, take Barton’s letter 
to Scotland, and leave a note for your brother in the 
office. When you got to Scotland and had your discus- 
sion did you specifically discuss the matters that you had 
set out in your note that you had left for him? Did 
you say, for instance: “Barton’s hoards arc obviously 
scared ”7 — When? 

3760. Did you say words to that effect? — When? 

3761. When you saw your brother in Scotland? — Yes, 
I think I did. 

3762. Did you talk about the cash commitments and so 
forth, the matters mentioned in the note you had left 
for him?— Yes; I presume that I said very much the 
same to him as I said in my note. 

3763. And you had mentioned to him, too, the letter 
you had had from Barton, specifically?— Yes. 

3764. Did you say to him words to the effect : “ Barton 
seems to be very worried and he wants our recommenda- 
tions ” ?— Did I say that to my brother in Scotland? 

3765. Yes?— I cannot give you an answer to that. I 
do not know whether I did or did not. 

3766. Was it clear in your mind that Barton did want 
<your recommendation?— Yes, it was, because he had 
written to me asking for it. 

3767. Did you not pass on to your brother what Barton 
really did want?— I did, in the form of a note. 

3768. Did you in Scotland?— I told him in Scotland in 
general terms, but I cannot remember that I actually 
spoke the same words to him as are on this note. 

3769. Do not mind about the same words. When you 
spoke to your brother, what was his reaction to Barton’s 
request? — That we should do something about it. 

3770. Do you mean there was no sort of positive re- 
action but just : “ We will talk about it next week ”, 
something like that?— “ We will send a telegram next 
week ”. 

3771. But a telegram saying what?— What our views 
were at the time. 

3772. What were the views?— What date are you now 
talking of? 
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3773. 1 am talking about Scotland?— Our views at that 
time, in Scotland, were that there would be no devaluation. 

3774. Were you going to advise the sale of gilts? — 1 
would say “Yes” to that. 

3775. That is what I wanted to know. The sale of 
Matheson’s gilts was actually discussed between you in 
Scotland, was it?— When you say discussed — it was men- 
tioned, but we did not go into a detailed pro and con 
discussion. We did not spend half-an-hour weighing up 
the advantages against the disadvantages. 

3776. That was the very thing Mr. Barton wanted to 

know? — He wanted to know what our recommendations 
were. . 

3777. Was any provisional conclusion come to? — Yes: 
we ought to sell. 
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3778. Tell me what it was?— That we ought to recom- 
mend him to sell. 

3779. So, as a provisional conclusion that was agreed 
in Scotland? — Yes. 

3780. Mr. Veale: Can you actually remember — I think 
you think it is so — whether your brother’s letter, Exhibit 
“F”, in fact was posted to you and was received by 
you in London? — Yes. 

3781. It was in fact received by you in London?— 
Yes. 

3782. Presumably either late post on Wednesday or 
Thursday morning? — Thursday morning. 

3783. It was received on Thursday morning? — As far 
as I remember. I found it on my desk, as far as 1 
remember. 



Mr. John Henry Keswick 



Further examined by 1 

3784. You said just now in answer to a question that 
you reached with your brother in Scotland the provisional 
conclusion that gilts should be sold ; do you remember 
saying that? — I think I changed it to “ to recommend that 
gilts should be sold ”. 

3785. Your provisional conclusion was that you would 
recommend that gilts should be sold? — Yes, I think so. 

'{The Witness 



e Attorney-General 

3786. When you say it was a provisional conclusion, 
upon what did that conclusion in your view depend before 
it became a final conclusion? — Further thought. 

Chairman : You will not forget the diary, will you. 
Let us have it tomorrow morning. 

Witness: Yes. 

withdrew .) 



Mr. William Johnston Keswick, sworn 
Examined by The Attorney-General 
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3787. I am going to take you through the statements 
that you have made and I am sure you will help me by 
bringing out any facts in those statements that you desire 
•o. I do not want to omit anything which you think 
relevant which is contained in those statements. Do you 
follow? — Yes. 

3788. When we have finished that together, I shall 
then ask you some further questions. Is your full name 
William Johnston Keswick?— Yes. 

3789. Are you a Director of the Bank of England? 
— I am. 

3790. And of a number of other public and private 
companies? — I am. 

3791. Your brother is John Keswick? — Yes. 

3792. And you are both Directors of Matheson & Co. 
Ltd.?— Yes. 

3793. Is that a private limited company carrying on 
business at 3 Lombard Street in the City of London? 
— Yes. 

3794. As a finance and merchanting house? — Yes, it is. 

3795. Is the greater part of the share capital of 
Matheson & Co., Ltd., owned by Jardine Matheson & 
Co., Ltd.?— Yes. 

3796. Are they Far Eastern merchants? — Yes, they are. 

3797. And is that company operated and controlled 
from Hong Kong? — Yes. 

3798. Is the remainder of the share capital of Matheson 
& Co. held by you and your brother and other members 
of your families? — Yes, it is. 

3799. Are Jardine Matheson & Co. General Managers 
of a number of private and public companies operating 
in the Far East? — Yes, they are. 

3800. I think you usually refer to them as the J.M. 
Group? — -Yes. 

3801. Do they include The Jardine Engineering 
Corporation, Ltd.? — Yes. 

3802. The Indo-China Steam Navigation Co., Ltd.? — 
Yes. , 

3803. The Lombard Insurance Co., Ltd.? — Yes. 

3804. And the Hong Kong Fire Insurance Co., Ltd.? 
—Yes. 

3805. Are all those companies controlled in Hong 
Kong? — They are controlled in Hong Kong. 

3806. And with the exception of the Indo-China Steam 
Navigation Co., Ltd., are those companies registered in 
Hong Kong? — Registered in Hong Kong. 

3807. Are Matheson & Co. the London correspondents 
to Jardine, Matheson & Co.? — Yes. 

3808. And have they acted in that capacity for more 
than 100 years? — Yes. 

3809. Do you, your brother and your families own 
between you approximately 7 per cent, of the share 
capital of Jardine, Matheson & Co., Ltd.? — Yes. 

3810. I suppose you have known Mr. Hugh Barton 
for a long time?— Yes. 



3811. For some months past have you been aware of 
his views?— Yes, I have. 

3812. He is the Managing Director of Jardine, 
Matheson & Co., Ltd. in Hong Kong, is he not? — Yes. 

3813. What views has he been expressing to you or 
making you acquainted with for some months past? — 
Well, he has always had a dread, I fear, of sterling and 
he has always wanted to get out of gilts. He equally 
knows my views in the past, which have been that it is 
a British company and a British colony and if we possibly 
can we should support British bonds and British currency. 

3814. You say here in your statement, if 1 may put it 
to you : “ For some months past I have been aware of 
the fact that Mr. Hugh Barton, the Managing Director 
of Jardine Matheson & Co. was becoming more and more 
concerned with the lack of faith abroad in sterling and 
the consequent possibility of devaluation”? — Yes, he is. 

3815. “He, therefore, felt that the companies of the 
J.M. Group should seriously consider realising their 
holdings of gilt-edged, or part of them, and either re- 
investing in suitable North American securities or holding 
the proceeds for meeting known commitments ”. Is that 
correct? — That is correct. 

3816. On the 20th August, 1957, did you receive a 
letter from Mr. Barton dated 16th August, 1957? — Yes, 
I did. 

3817. Did that inform you of decisions arrived at by 
the Investment Sub-Committee of the Lombard Insurance 
Co., Ltd., and the Hong Kong Fire Insurance Co., Ltd.? 
—Yes. 

3818. With regard to some gilt-edged securities?— Yes. 

3819. Did that letter confirm a cabled request to sell 
sufficient of their holdings of Savings Bonds to produce 
£100,000?— Yes, it did. 

3820. Was that intended to be a start of a change in 
their investment programme? — Investment policy, yes. 

3821. Were those bonds sold on the 15th August, 1957? 
— Yes, I think they were. 

3822. I think you have exhibited a letter to your state- 
ment (Letter “A”) which perhaps I should read, dated 
16th August, 1957? — Yes. 

3823. It is written from Hong Kong, Jardine, Ma'theson 
& Co., dated 16th August and has a stamp on it 
“Received 20 August”; “My dear Tony, Insurance 
Investments, Lombard Insurance Co., Ltd., Hong Kong 
Fire Insurance Co., Ltd. I refer to the correspondence 
which we have exchanged regarding S.M. & Co.’s com- 
prehensive report” — is that Samuel Montagu & Co.? — 
Yes. 

3824. — “and recommendations in connection with the 
Lombard and Hongkong Fire investment portfolios. As 
was anticipated in my letter No. 498 a Lombard Invest- 
ment Sub-Committee, consisting of Lawrence Kadoorie 
and myself, assisted by Sidbury and Coppen, was formed 
to make a study of the report and formulate recommen- 
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dations for the approval of the full Consulting Commit- 
tee. The Sub-Committee have now completed their 
investigation and I enclose, for your information, a copy 
of a Circular which has been circulated to the Consulting 
Committee on this subject which, I think, is self-explana- 
tory. As you will see, for the reasons given in the Circular 
and bearing in mind your advice that as a British In- 
surance Company whose operations are largely in the 
Sterling world, we should not overdo the ‘flight from 
sterling ’ ” — that is in invented commas — “ it has been 
decided to adopt a middle of the road course. If we 
had adopted S.M. & Co.’s recommendations it would have 
meant increasing our North American holdings from the 
present figure of 15-8 per cent, to a total of 40 per cent, 
of the consolidated world-wide portfolio of investments. 
The Sub-Committee's scheme, when fully implemented, 
will mean that our percentage of U.S; dollar investments 
will rise to 26 2 per cent., and will also result in the 
consolidated holding of equities rising from 26-2 per cent, 
to 31-8 per cent, of the total portfolio. Although the 
Sub-Committee’s scheme is much more modest than that 
of S.M. & Co., which in any case, as explained in the 
Circular, would have involved a reduction in investment 
income, I am sure it is a step in the right direction. We 
are indebted to you for having suggested that S.M. & Co. 
should examine our portfolio. If you think they would 
be interested, perhaps you would be kind enough to 
let them know what steps we finally decided to take. 
I confirm my telegram No. 10 which I sent to you yester- 
day, asking you to sell Savings Bonds to produce £100,000 
for the Insurance Companies, as a start. With this money 
we shall buy U.S. dollar and Canadian dollar fixed 
interest stocks immediately. With the present uncertain 
state of Wall Street there seems to be no point in hurry- 
ing to buy North American equities for the time being. 
Yours very truly, H. Barton ”?— Yes. 

3825. A copy of the circular I think you attach to 
your statement and it is marked “ B ”?— Yes. 

3826. Unless you would like me to read it or the 
Tribunal want me to read it, I do not propose to do so. 
It is the circular referred to in the covering letter? — Yes. 

3827. Now I can come back to your statement. I 
think you replied to the letter of the 10th August by 
your letter of the 22nd August, 1957, which is “C” 
attached to your statement? — Yes. 

3828. “ My dear Barton, Insurance Investments. Thank 
you for letting me know in your Letter No. 598 of the 
16th August what aotion you, your Investment Sub- 
committee and the Board of the Lombard are taking after 
examination of S.M. & Co.’s recommendations on .the 
investment portfolio. The middle course seems very 
sensible. I hope it proves right. These investment 
decisions are very difficult. I find the short-term decisions 
much easier than the long. If one looks back over five 
years and sees one’s own omissions and commissions in 
regard to care of investments, it is very revealing, and 
I sometimes have much sympathy for those who buy a 
Stock — fixed interest or equity — and just sit on it through 
the years of swings and roundabouts. However, this 
is not good enough and you and I are paid to do better 
than such a hit or miss policy. I thought your circular 
was good. _ Let us hope the course is well set ; and let 
me know if you want anything more. I have thanked 
S.M. & Co. for their help. Yours very truly”? — Yes. 

3829. That was sent on the 22nd August, and on the 
24th August did you go to Scotland on your holidays? — 
I did. 

3830. At the time when you went to Scotland, I think 
you say in your statement that “the financial situation 
of the United Kingdom was deteriorating and there were 
persistent rumours of devaluation ”. Is that so? — Yes. 

3831. “In the light of the decision of the two Insurance 
Companies to sell a part of their holding of gilt-edged. 
Mr. Barton had it in mind that similar action in regard 
to the holding of Jardine Matheson & Co. Limited might 
be advisable”. Is that what you say? — Yes. 

3832. On the 3rd September did he write a letter to 
you and is that attached and marked “ D ”? — Yes. 

3833. That letter was sent to you to London? — Yes. 

3834. Was it brought up to you by your brother to 
Scotland? — Yes, it was, with a bunch of other letters. 

3835. I had better read that : “ My Dear Tony, Finance. 
Arising from the decision taken by the Lombard Con- 
sulting Committee to transfer part of the Lombard /Hong 
Kong Fire sterling securities from London to North 
America (my S/O No. 598 of 16th August refers), I have 
been considering whether we should not do something 
similar ydth some of the Firm’s securities. While I do 



not for one moment forget that we are a British firm 
and should therefore support our own currency, 1 do 
feel that, with the international nature of our business, 
we might be wise at this time to transfer part of our 
sterling investments to North America when there is so 
much talk of possible sterling devaluation. We shall be 
giving this matter further thought but I wanted to let you 
know the way my mind is working. Yours very truly, 
H. Barton ”? — Yes. 

3836. I come back to your statement: l think you 
attached to your statement a copy of the letter written 
by Mr. Barton to your brother referred to in his letter 
and that is Exhibit “ E”? — Yes. 

3837. When were you due to return from your holiday 
in Scotland? — On the 16th September. 

3838. On the 10th September did you write a note to 
your brother John in London? — I wrote to my brother 
in London. 

3839. Is that the letter which is marked “ F ” to which 
His Lordship recently referred when your brother was 
giving evidence? — Yes. 

3840. You wrote that to your brother in London? — 
Yes. 

3841. Did you get to your office at a quarter to nine 
on the 16th September? — I did. 

3842. Coming straight from the train? — No, from my 
house. 

3843. When you got there did you find a note from 
your brother? — Yes, I did. 

3844. Is that the. note marked “ G ”? — Yes, it is. 

3845. Which has already been read? — Yes. 

3846. Did you thereupon draft a .telegram to be sent 
to Mr. Barton? — Yes. 

3847. Is the draft of that telegram the document marked 
“ H ”?— Yes. 

3848. Did you also draft then a private and personal 
letter confirming and elaborating the advice which you 
gave in the telegram? — Yes, I did. 

3849. Is that the letter which is dated 16lh September, 
1957, and marked “I”? — Yes. 

3850. I had better read that perhaps : “ My Dear Hugh, 
I have just returned from Scotland where we had a won- 
derful time, record shooting and good fun all round. But 
I return to a very depressed City. I believe the trade 
figures are dreadful and one hears on all sides ugly 
rumours about devaluation. John tells me you are asking 
for a cable about our views on devaluation, and especially 
about the merits of selling Gilts. This is not easy and, 
whatever view one takes, one is apt to be wrong. I 
shall telegraph you today. Personally, I do not believe 
the Chancellor dare devalue, and therefore he will resort 
to all measures before so doing. The speculative pressure 
against Sterling is very severe indeed. It seems a-hcads- 
I-win-tails-you-lose bet for the sellers of Sterling short, and 
I do not see how they can be stopped. What measures 
the Government will take to check inflation, which is 
rampant, and to protect the Pound I do not know. I am 
certain, however, that the Credit Squeeze will go on and 
it looks to me as if money will get tighter. Consequently, 
it must be right policy to keep as liquid as possible, both 
the Firm itself and the Companies. Kadoorie I know is 
worried about Sterling and is scared. The more people 
like him who cry down Sterling the weaker it becomes. 
It happens to be our currency and I feel at is up to us all 
to support it as much as possible. If Sterling really goes 
we all go. But these are platitudes. Now as to Gilt- 
edged: I know your fears in holding them and, in view 
of the importance of being liquid during a. time of Credit 
Squeeze and dear money, perhaps the time has come to 
selL Reluctantly, therefore, I recommend you to sell 
the Firm’s holdings in case they slide away further, and 
then to keep the cash in London. You have payments to 
make for Indo-Ckina building instalments and you already 
have an overdraft from the Hongkong Bank because you 
did not want to take a loss on the Indo-China holding of 
Gilts. But you might consider taking this decision to sell 
now. I must say I can see no reason why Gilts should go 
up. My advice, therefore, all round is to sell. With regard 
to the Insurance Companies, I imagine you should con- 
tinue your policy to switch more into North American 
Bonds and Equities. Again, this is anti-British and 
derogatory to Sterling but, on balance, if one is free to 
do so, it makes sense to me. Yours ever, W. J. Keswick ”. 
Is that the letter that you drafted the morning of your 
return from Scotland? — Yes. 

3851. Did you call a number of your colleagues into 
your office?— Yes, I did. 
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3852. Including Mr. Harold Young, the Chief Account- 
ant?— Yes, I did. 

3853. Did you read over to them the telegram which you 
proposed to send? — I did. 

3854. And you say you had a short discussion on the 
seriously deteriorating financial situation in the United 
Kingdom? — I did. 

3855. I think those are your words in your statement? 
— Yes. 

3856. And the possibility of devaluation? — Yes. 

3857. Did your colleagues express their approval of the 
terms of the draft telegram? — Yes. 

3858. Did you decide, however, to defer the despatch 
of the telegram until your brother John, who was expec- 
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ted back in the office from holiday that morning, had 
seen it? — Yes, I did. 

3859. Together with a copy of the private letter which 
I have just read. After the close of the discussion was 
your draft of that letter handed by you to your secretary 
to be typed? — Yes, it was. 

3860. Did you sign it? — Yes, I did. 

3861. Did you sign it before going out to lunch? — Yes, 
I did. 

3862. And was it despatched the same day with the out- 
ward Hongkong mail? — Yes. 

3863. Did you give instructions for the draft telegram 
together with a copy of the letter to be placed on your 
brother’s desk? — I think I placed them myself. 



Mr. William Johnston Keswick 



( Adjourned until tomorrow at 10.30 a.m .) 
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Mr. Megaw : May I make an application to the Tri- 
bunal at this stage. The Tribunal will recollect that 
yesterday, during the evidence of Mr. John Keswick, 
your Lordship asked for his office diary. He now has 
his office diary with him. In addition to that, I want to 
tell your Lordship straight away that yesterday evening 
when Mr. John Keswick was looking through his files, 
he discovered a matter which led him to realise that some- 
thing which he had said in evidence yesterday was in- 
correct, or might, at any rate, give rise to a misunder- 
standing. Having discovered that, he immediately 
informed my instructing Solicitors, and I was informed, 
and 1 have this morning told my learned friend the 
Attorney-General, and it is with his knowledge of the 
matter, and indeed with his consent, that I make this 
application to the Tribunal now. 

Chairman : What is the most convenient course — to 
interrupt the examination of Mr. William Keswick? 

The Attorney-General: I would think so, with respect, 
for this reason. Mr. William Keswick is so far only 
giving evidence in accordance with the statement that 
he has already supplied, that is to say, I am examining 
him in chief, and I think it is desirable that before I 



cross-examine he should know precisely what Mr. John 
Keswick says, and the correction he proposes to make. 

There is one further matter really arising out of that. 
My learned friend Mr. Megaw has told me that he 
would like to call the two other Directors who wore 
present at the meeting on the morning of the 16th Sep- 
tember. I would again think it desirable that your Lord- 
ship should hear their evidence before Mr. William 
Keswick continues. I am in a position to call only one 
of those two, Mr. Reid. A statement has been supplied 
to me by Mr. Megaw of what he proposes to say. The 
other Director is at the moment recovering from a serious 
illness. It may be, later on if necessary, that he could 
give evidence or file a statutory declaration. Obviously 
I cannot call him o,r produce that statutory declaration 
before we get on with Mr. William Keswick’s evidence. 
I would respectfully submit that it would be convenient 
to have Mr. John Keswick recalled. There is, looking 
through it, one further matter on which 1 would like to 
put a question or two to him, if your Lordship would 
permit me to do so ; it is something I missed last night. 

Chairman: Very well, Mr. Megaw. Lei Mr. John 
Keswick be recalled. 



Mr. John Henry Keswick, recalled 

Chairman: You are still under oath. 



Further re-examined by Mr. Megaw 



3864. You gave evidence yesterday afternoon with 
regard to a booking on certain sleepers from Scotland 
to London in September of this year. I will read to you 
a passage from the transcript of the evidence, and will 
you follow what I read? Just below letter B on page 62, 
you were asked : “ During that period ” — that is, between 
12th and 17th September— “ did you speak to your 
brother at any time? (A.) He left on the Sunday. 1 
did not speak to him after he left on the Sunday. (Q.) 
You suddenly, I gather, made up your mind to stay 
another two days in Scotland? (A.) Yes, 1 did. (Q.) Did 
you let your office know you were not coming back for 
another two days? (A.) No, I did not. (Q.) Did you let 
your brother know that you were not coming back for 
another two days? (A.) No, I did not. (Q.) You just 
did not let anyone know, but just did not turn up? (A.) 
I played truant. (Q.) And you received no enquiry from 
your firm or from your brother as to what you were 
doing and whether the shooting was good? (A.) No, but 



they knew I was coming back, because 1 had booked a 
series of sleepers on various nights, and it was pretty 
obvious to them, 1 imagine, that I would got on to one. 
(Q.) One or other of them? (A.) Yes. (Q.) How long 
a series of sleepers had you booked? (A.) I think it was 
three in a row. (Q.) You might have come home Sunday 
night, Monday night or Tuesday night ; is that right? 
(A.) Yes.” Did you last night look at a flic in your 
office? — I did. 

3865. Did you in that file find a letter which you re- 
garded as being relevant to that evidence you had given? 
—Yes, I did. 

3866. Would you take this document and say whether 
it is a copy of the latter on the file? (.Document handed 
to the witness.) — Yes, that is so. 

3867. Would you read it?— This is addressed to the 
Stationmaster, St. Enochs, Glasgow, and it is signed bv 
my private secretary. 
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3868. What is it dated?— 12th September. It says : 
“ Dear Sir, Would you be good enough to cancel the two 
first-class sleepers for Mr. John Keswick for Sunday next, 
15th September, and Monday 16th? The cards are 
returned herewith. Yours faithfully.” 

3869. The original of that letter, you say, was signed 
by your secretary? — Yes. 

3870. Was that letter written on your instructions? — 
Yes. 

3871. On the 12ith September?— Yes. 

3872. And you were then cancelling the sleepers you 
had booked for the nights of Sunday 15th and Monday 
16th?— Yes. 

3873. That left in, did it not, a sleeper you had booked 
for Tuesday, the 17th? — Yes. 

3874. So that it would be wrong to give the impression 
that when you were in Scotland you had sleepers booked 
and available for each of those three nights?— Yes. 

3875. When you gave instructions to your secretary to 
write that letter to the railway company, had you made 
up your mind as to the date of your return from your 
visit in Scotland? — No. 

3876. Had you made up your mind that you were not 
going to return until the Tuesday night? — No. 

3877. What was your intention, your state of mind, 
with regard to return on that day, the 12th September? — 
1 had various alternatives in front of me. I knew that 
my house was about to be closed up and my servants, 
who are Chinese and not accustomed to travelling in 
this country, were supposed to oome down on the Sunday. 



3878. Your house in Scotland? — Yes ; and I had in 
mind that I might travel with them. I also had an 
alternative, in that my wife and child were motoring 
down, and I thought that I might drive them down on 
the Monday. 

3879. They were coming down on the Monday?— They 
were in any case coming down on Monday. I therefore 
had three alternatives : one was to come down on Sunday 
by day, one was to drive down by motor car on Monday, 
and the third one was to take the night train on Tuesday. 

3880. When did you finally decide as to the date of 

your return?— I decided on Sunday evening at about 
6 o’clock. , 

3881. What was your decision then? — My decision then 
was to stay over Tuesday in order to have a further day’s 
shooting on that day, and come down on Tuesday night. 

3882. You told the Tribunal yesterday that you had 
one or more conversations with your brother William 
during your stay in Scotland on that occas'on — a con- 
versation, I think, during a shoot or after a shoot? — Yes. 

3883. Did you in any conversation with your brother 
during that week-end mention to him your intentions as 
to the time of your return? — No, I did not. 

3884. Can you tell the Tribunal what >ou would have 
expected your brother’s expectations to be with regard 
to your return? — He would, I am sure, have expected 
me to return on the Monday, because that was the day 
which we had agreed some weeks ago would be the end 
of my holiday. It stretched from the beginning of Sep- 
tember until the 16th, which was a Monday, and Monday 
is the normal day for my return to the office. 



Further re-examined b 

3885. You realised yesterday when you were giving your 
evidence that you were giving it on oath, did you not? — 
I did. 

3886. And you realised, did you not, that this was a 
serious matter?— I did not realise how serious it was, no. 

3887. The giving of evidence before a Tribunal such 
as this? — Yes. 

3888. Would you look at what you said, and not only 
at page 62? There I asked you this: “(Q.) You suddenly, 

I gather, made up your mind to stay anothei two days 
in Scotland? (A.) Yes, I did. (Q.) Did you let your office 
know you were not coming back for another two days? 
(A.) No, I did not. (Q.) Did you let your brother know 
that you were not coming back for another two days? 
(A.) No, I did not. (Q.) You just did not let anyone 
know, but just did not turn up? (A.) I played truant. 
(Q.) And you received no enquiry from your firm or 
from your brother as to what you were doing and whether 
the shooting was good? (A.) No, but they knew I was 
coming back because I had booked a series of sleepers 
on various nights, and it was pretty obvious to them, 

I imagine, that I would get on to one.” What led you 
to make that statement on oath, that you had booked 
a series of sleepers, when in fact you had not?- -Well, 

I had booked them, but I forgot that I had cancelled 
them — two out of three of them. 

3889. Will you turn to page 64A, at the top, where 

you were asked : “ ... At any rate, you were not going 
to see this until you got back, and the earliest you were 
expected back was the morning of the 17th? (A.) No. 

I think I might easily have turned up on the 16th.” You 
had no sleeper for that night, had you? — No. 

3890. Let us see if we can get this in perspective. You 
left London on the 12th September? — Yes. 

3891. When you left London, you had already can- 
celled all sleepers, except the sleeper on the Tuesday 
night? — Yes. 

3892. Was it at that time, when you left London, your 
intention of returning on the Tuesday night? — I had 
not made up my mind. 

3893. Your provisional intention? — No. 

3894. Then why did you cancel the sleepers for the 
Sunday and the Monday?— Because I thought I might 
come down on the Sunday or the Monday during the 
day, or if I wanted to, I could have got on to a night 
train without a sleeper. 

3895. Of course you could. Do you often travel back 
from Dumfries without a sleeper?— I have not done re- 
cently, but I have done many, many times in my life. 

3896. I dare say when you were younger, but in recent 
years? — No. 

3897. You did say, at the beginning of your evidence 
(at page 58 at “B”) that you had intended to finish 
your holiday on the following Sunday night 15th Sep- 



The Attorney-General 

tember, and you answered “Yes”? — ‘May I have the 
question again? 

3898. Look at page 58 just under “ B ” : “ (Q.) Had you 
intended to finish your holiday on the following Sunday 
night, 15th September? (A.) Yes ”? — Yes. 

3899. Was that a truthful answer? — Yes, it was at one 
time. 

3900. At one time? — Yes. 

3901. Was it truthful when you gave that answer yester- 
day? — Yes. 

3902. Was that your intention when you went North 
on the night of the 12th? — No, I do not think it was. 
At that time I had not really made up my mind which 
way I was coming back, or when I was coming back, 
f had various alternatives in front of me and I decided 
1 would not make up my mind until the last moment. 

3903. Did you yourself sign a statement, which was 
perfectly voluntary, was it not? — Yes. 

3904. Dated 2nd December, 1957? — Yes. 

3905. Do you see paragraph 3 : “I was on holiday in 
Scotland during the first weeks of September. I returned 
to London for the days of the 11th and 12th September, 
and then went North again. I had intended to finish my 
holiday on the following Sunday night, 15th September, 
so as to be in my office on Monday morning”. Not 
very frank that statement, is it, if that was not your 
intention?— Well sir, I think it was— I had not really 
finally made up my mind — I do not think that there is 
anything very seriously wrong with that. I preserved a 
very open mind all the way through. I had intended to, 
but I had forgotten actually, as I said just now, that 1 
had cancelled those two particular sleepers. 

3906. What I put to you is this, that of course the 
cancellation took place before you arrived in Scotland, 
and before you saw your brother with whom you are 
so closely associated? — Yes. 

3907. Your brother thought that he would see you, so 
you say, in the office on Monday? — Yes. 

3908. Were you shooting in the same party with him 
on both the Friday and the Saturday? — No, only on the 
Friday. 

3909. That is to say immediately after you arrived? — 
Yes. 

3910. Did you see him on the Friday evening? — Yes. 

3911. Where? — On the grouse moor. 

3912. After shooting did you see him? — Yes. I did not 
see him after I left the moor. 

3913. Did you see him on the Saturday? — No. 

3914. Did you speak to him on the Saturday? — No. 

3915. I think I am right in saying, that your evidence 
yesterday was that you had seen him on the Saturday? — 
Oh. 

3916. Is that wrong too? — Yes, I think it was wrong 
there, 
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Would you turn to page 60 by the letter D : 

“ (Q.) Did you mention to him that you had brought a 
letter up for him to see? (A.) No, but in due course I 
told him that I had a letter from Barton and that he was 
very worried about this question of devaluation, and that 
he did not wish to “miss the bus with the firm’s gilts.” 
(Q.) What do you mean by “ in due course ” ; when was 
that? — (A.) I think we must get the time correct. I arrived 
in Scotland on Saturday morning at about 7 o’clock, and 
I went grouse shooting at about 9 o’clock. I do not think 
I spoke to him about this during that day. That was the 
Saturday, was it not? (Q.) I am all in favour of getting 
these dates,” — I think I said “ correct ” — “ but I think 
Saturday was the 14th. You say you went to Scotland on 
the night of the 12th. You would have been in Scotland 
on the Friday morning, and I suspect shooting Friday and 
Saturday? (A.) Qudte correct. I think I spoke to him 
about it on the Saturday. (Q.) You think it was on the 
Saturday you mentioned it to him? (A.) Yes. (Q.) Can 
you give us, to the best of your recollection, what con- 
versation passed between you when you mentioned it to 
him on Saturday, the 14th? (A.) No further than I have 
just said ”. Are you now saying that you did not see your 
brother on Saturday at all?— Yes, I am. I apologise for 
that. I was confused by the timetable of the arrival 
actually, and I got mixed up between the Fridays and 
Saturdays. I did arrive on Friday 13th ; we had a shoot 
on Friday 13th ; I did not see my brother on the 14th 
or the 15th. 

3918. And you knew that your brother, when you saw 
him on Friday 13 th, was expecting to see you in the office 
on the Monday? — Yes. 

3919. And you knew that you had already cancelled 
your sleepers South for the Sunday and the Monday? — 
Yes. 

3920. Did you tell him that? — No. 

3921. Not in the course of conversation with this brother 
with whom you are so closely associated? — No. 

3922. In your business world and everything else? — No. 

3923. Not a word to him? — No. 

. 3924. Of course, you had not been on holiday all the 
time ; you had been in the office in London quite a lot? — 
During what period? 

3925. September? — I had been on the 11th and 12th, 
and ( examining diary ) I had been there on the 6th and 
the 5th and the 2nd, 3rd and 4th. Yes. I had been there 
several days that month. 

3926. You said yesterday that the letter that you took 
to Scotland with you dated 5th September, you had not 
shown to your brother. Do you wish to alter that in any 
way? — No. 

3927. I ought to have asked you this yesterday : did you 
also take up to Scotland with you a letter from Mr. Barton 
addressed to your brother?— I took up an envelope full 
of letters from the office, and I think amongst those 
business letters from the office was one addressed by Mr. 
Barton to my brother. 

3928. Would you look at Annex “ D ” to your brother’s 
statement dated 3rd September, from Hong Kong, 
addressed “My dear Tony, Finance?— Yes. 

3929. “ Arising from the decision taken by the Lombard 
Consulting Committee to transfer part of the Lombard/ 
Hong Kong Fire sterling securities from London to North 
America (my S/O No. 598 of 16th August refers), I have 
been considering whether we should not do something 
similar with some of the firm’s securities. While I do not 
for one moment forget that we are a British firm and 
should, therefore, support our own currency, I do feel 

By The 1 

3946. Chairman : I got the impression yesterday from 
your answers, that you were treating this whole matter 
rather lightly? — I am sorry. 

3947. I hope my impression was wrong? — Yes. 

3948. Because you realise this is a matter of public 
importance and a serious matter? — Yes. 

3949. On the 12th September, before you wrote to the 
stationmaster, you had sleepers for the nights of the 15th, 
16th and 17th?— Yes. 

3950. And it is clear that you had done that so that 
you were free to come back on either of those nights? — 
Yes. 

3951. When you cancelled the nights of the 15th and 
16th, it is perfectly clear, is it not, that you expected that 
you would not come back till the 17th? — I do not think 
so, my Lord ; I felt perfectly free to come by day on 
either the 15th — if I had come on the 15th, I would have 
been here on the 16th. 



that, with the international nature of our business, we 
might be wise, at this time, to transfer part of our sterling 
investments to North America when there is so much talk 
of possible sterling devaluation. We shall be giving this 
matter further thought, but I wanted to let you know 
the way my mind is working. Yours very truly, H. 
Barton ”. Did you see that letter before you left London? 
— I cannot remember, but I do not think so. I do not 
think I saw it .till I came back front Scotland. 

3930. Did you take that letter to Scotland with you? — 
I do not know. 

3931. Did you give it to your brother? — If I took it to 
Scotland with me, I did. 

3932. Chairman : I am sorry to interrupt, but, Mr. 
Keswick, you must have seen this before you left London? 
—No. 

3933. Somebody opened it and stamped it in the office? 
— My brother’s secretary would have done that. 

3934. And you would take it up?— She gave me an 
envelope to take up to my brother, which I did. I mean 
all these private papers and business letters were put into 
an envelope, and I took it up. I did not look at what 
was inside it, or open it. 

3935. The Attorney-General : When did you give him 
the envelope? — When we met on the moor. 

3936. But you did not ? — I would like to correct 

that. I did not take it up onto the moor with me. When 
I got out of my motor car, and his motor car was there, 
I said : “ Flere is an envelope for you ” and he took it 
and put it in his car. 

3937. What about his letter of the 5th September, which 
you had also taken up to Scotland? — May I refresh my 
memory of what I said on that. I think I said that I did 
not take it to the moor with me. 

3938. You said you left it on your desk? — At home. 

3939. In Scotland?— Yes. 

3940. Had you taken that letter to show to your 
brother? — No, not specially ; T took it to remind myself 
of what was going on. 

3941. Before you made the statement for the purposes 
of the Tribunal, which was a signed statement, you had 
read your brother’s statement, had you not? — Yes. 

3942. In paragraph 2 of your statement — you have a 
copy there, have you not — you said : “ I have read the 
statement of my brother, Mr. William Johnston Keswick, 
dated 21st November, 1957, together with the annexures 
‘ A ’ to ‘O’ thereto, and I confirm that the facts set out 
in that statement, insofar as they refer to me, are true 
and accurate”. Is that statement of yours true and to 
be relied upon? — Yes. 

3943. In paragraph 12 of your brother’s statement, your 
brother says : “ On the 3rd September, 1 957, he ” — that is 
Mr. Barton — “ wrote to me a letter to this effect ” — and 
mark these words — “ which my brother brought to me in 
Scotland If what you have said just now is true, you 
did not know what were the contents of the envelope 
that you took to Scotland? — That is correct. 

3944. How came it, then, that you were in a position 
to say that your brother’s statement was true and accurate, 
that you had taken this letter of the 3rd September to 
him in Scotland? — When I came back to London, I was 
shown the letter and put my initials on it and T was told 
that it had been to Scotland: it was one of the ones 
that I took up there. 

3945. Just indicate where your initials are on that letter, 
will you. It is “D”? — Mine is that squiggle under the 
“ 3 ”. 



Tribunal 

3952. Of course you were free to come back by road, 
but your intention in cancelling those sleepers, surely, was 
that you would not come back till the 17th?— No, I might 
have come down on the day of the 15th. 

3953. You might have changed your mind, but then 
you were considering that you might prolong your holiday 
till the 17th?— Yes. 

3954. And it is quite clear that you booked sleepers on 
each of those nights so that you would not have to travel 
with your servants in a third class carriage?— I booked 
them, because I wanted to have freedom of coming down 
by night. 

3955. Have you the bookings on your files of when 
these sleepers were booked. Were they booked by letter? 
— I do not know. 

3956. The sleeper that you took up on the night of the 
12th, that is the Thursday night, arriving in Scotland on 
the Friday morning, when was that booked?— I do not 
know. 
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3957. Have you any record in your file when it was 
booked? — I can find out by looking. 

3958. Have you your diary there? — I have. 

3959. May I see it? — -Yes. 

( Diary examined by the Tribunal .) 

3960. Would you take the diary back and look at 
Wednesday 18th. Would you help us as to those entries 
there, starting at the top? — The first entry is 9.45 and it 
says “ Board Room ”. That is a reference to a meeting 
which takes place on Mondays, Wednesdays and Fridays 
of the trading officials in my office, and I attend every 
morning at 9.45. The next item is 10.15 when a gentle- 
man called Mr. Glenn came to see me, who is a rubber 
technician in Penang. The next item is 10.30 when Mr. 
Glenn and I called on a gentleman called Mr. Temperley, 
in the offices of Messrs. Paterson Simon, to discuss a 
rubber matter. That meeting went on till about noon. 
The next item is 2.30 when I attended a meeting of the 
China Association Executive Committee at Hong Kong 
Bank, Gracechurch Street. That meeting lasted until about 
4.00. The next item is 4.30 which is inaccurate, and it is 
Ying, Y-i-n-g which is the name of a Chinese friend of 
mine who was in London and who wished me to go and 
call on him as soon as I could in the afternoon. 

3961. Did you return to the office after the China 
Association Meeting? — Yes, I did. 

3962. Did you see your brother? — I saw him, but did 
not speak to him. 

3963. Did he tell you where he was going? — No. 

3964. Did you know where he was going? — No. 

3965. Did you see him that evening again? — I saw him 
for a moment before I left the office, just after five, 
between five and half past. 

3966. Are you still quite clear — because, you see, you 
thought of this overnight and have got a clearer picture 
of it — are you quite satisfied that you always intended to 
go to Scotland on the night of the 12th? — Yes, absolutely. 
The reason for that is because a special grouse drive, 
which was a feature of our lives every year, had been 
arranged for some weeks and I had promised to go. No 
doubt about it in my mind. 

3967. The difficulty is — you may be able to explain it — 

that there is your brother writing to you saying “Will 
see you at No. 3. on Monday”? — I think the 
explanation 

3968. One moment. Couple that with the fact that 
you, before leaving on the 12th, wrote him a letter which 
he would receive and keep him up to date when he got 
back on the 16th. It looks as if neither of you expected 
to see the other when those two documents were written. 
You appreciate that? — I understand, yes. 

3969. What is_ the answer? — The answer is to the first 
question, why did he say “See you on Monday the 16th 
at No. 3,” because that was the day I was supposed to 
be back in the office, because he undoubtedly had got 
it in his mind that that was the end of my holidays and 
I would be there. I wrote to him a letter on the 12th 
as a reminder that he should do something about this 
problem. I wrote that in the evening just after I had 
said to my secretary — she said “Shall I cancel these 
things? ” and I said “ Yes, cancel two of them ” and she 
did. I knew that I would see my brother the next morning 
shooting, and I did. I think that is what happened. I 
think that explains it, my Lord. 

3970. Mr. Milner Holland: Your holiday was to be 
the first fortnight of September, in effect? — Well, it was 
a rather variable feast. I started my holiday 'in August. 
I was there for a bit of August, and as work came and 
went, I came and went too. As a rule, what we were 
aiming at when we decided our holidays was, that I 
should be away most of August and my brother would 
be away the first half of September anyway, and that 
we tried not both to be away at the same time. 

3971. Your brother was away continuously the first 
half of September? — Yes, I think that, in fact, is so. 

3972. Do I understand that you had planned out ahead 
which days you would be in London and which days you 
would be in Scotland during the first fortnight of Sep- 
tember? — I had made a rough plan. 

3973. You were in Scotland, for example, for the week- 
end? — This week-end. 

3974. The 6th, 7th, 8th and 9th September? — Yes. 

3975. And then you came down from Scotland on the 
night train, was it, on the 9th? — No. I think I came 
down on the 10th according to this. 

3976. The night train of the 10th, the Tuesday? — Yes. 



3977. Then you were in London for the 11th and 12th? 
— The 11th and 12th, yes. 

3978. Was it always intended that you should be in 
London for the 11th and 12th? — Yes. I had certain 
meetings to attend. 

3979. You see you took an extra couple of days in 
Scotland, which at one time, at any rate, your brother 
thought you were not going to take. You took Monday 
the 16th and Tuesday 17th in Scotland? — Yes. 

3980. It is quite clear that your brother had not thought 
you were going to do that? — No. 

3981. I wonder whether, because you came down South 
for Wednesday and Thursday 11th and 12th, you made 
it up to yourself by taking two extra days, the 16th 
and 17th. Is that perhaps the explanation? — Yes indeed. 
I felt very much that 1 had not had my full whack of 
holiday. 

3982. I follow that. Then comes the question, when 
did you decide that you were going to have to come 
South for the 11th and 12th? — Well, a long time ago. 

3983. Then why did you not, a long time previously, 
cancel the sleepers for the 15th and 16th on the footing 
that you were going to have the 16th and 17th in Scot- 
land? — But my holidays is not an exact number of days. 
I do not work on an equation of taking one off here and 
putting another on there. I did not know how much work 
there was to be done on the first few days of that week. 
In point of fact, on the Tuesday, the day I missed, there 
was only one appointment and that was unimportant and 
I did not see any object in coming back then. 

3984. I quite follow that. But, Mr. Keswick, the ques- 
tion I am a little concerned about is this : you have found 
in your files the cancellations of sleepers for the 15th and 
16th. Can you find in your files the booking of the 
sleeper North for the 12th? — I think undoubtedly I can. 

3985. I would be grateful, I think, if you could do 
that for me? — I would like to look and see. I believe 
I can. 



3986. Look in your diary for the 12th. At the bottom 
of the page on the 12th you will find an entry “ Book 
sleeper ”. That is so, is it not? — No, there are alternatives, 
sleeper North or Caledonian 4.15. 

3987. What is the Caledonian? — That is another train 
that goes in the afternoon without travelling by sleeper. 
It is the train called the Caledonian. 

3988. When was that entry made in your diary? — Oh, 
I do not know. 

3989. In whose handwriting is it? — My secretary’s. 

3990. Was the alternative, sleeper or Caledonian, be- 
cause you were not sure, or because whoever made the 
entry was not sure whether a sleeper would be available? — 
No. I very often take the alternative route. I prefer 
to travel on the 4.15 which gets me in at a reasonable 
hour Jo sleep, and if I am busy I travel by the sleeper. 

3991. Could you look through your files for us, and 
see if you can find the booking for the sleeper on the 
12th?— Yes, I will. 

3992. Mr. Veale : Would you look at document “ D ” 
again. That is the letter of the 3rd September. Have 
you got the original there, or a photostat? — A photostat. 

3993. My copy of the photostat is not very clear. Did 
you say your initials were under the figure “ 3 ” of “ 3rd 
September ”? — Yes, I did. 

3994. There appear to be on my copy, some other 
initials. Are there?— Yes, there is one other on mine. 

3995. What initials are they, and whereabouts on the 
copy?— They are my brother’s initials under “ 1957 ”. 

3996. What is it, W . . . ?— W. J. K. 

3997. Are there any other initials on it? — No. There 
is “N/R” meaning no reply. 

3998. When would your brother initial that? — I do not 
know. Probably when he read it. 

3999. To the left of the 3rd September it is stamped 
“ Received 6th September.” There is some marking under 
that against the letters “Ansd”? — “N/R” meaning no 
reply. 

4000. At the end of your evidence yesterday I asked 
you some questions, and I asked you whether any pro- 
visional conclusion was come to between your brother and 
yourself?— Yes. 

4001. You said : “ Yes : we ought to sell.” I said “ Tell 
me what it was? (A) That we ought to recommend him 
to sell. (Q) So, as a provisional conclusion that was agreed 
m Scotland? (A) Yes.” When was that provisional con- 
clusion come to in Scotland?— In the afternoon of Friday. 

4002. On the moor? — Just off the moor, yes. 

4003. And you did not see your brother again in 
Scotland? — No. 



(The Witness withdrew.) 
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Mr. Alan Reid, sworn 



Examined by The 

4004. Is your name Alan Reid?— Yes. 

4005. Are you a director of Matheson & Co. Ltd. of 3, 
Lombard Street? — Yes. 

4006. Do you remember the morning of the 16th 
September, 1957? — Yes. 

4007. At approximately quarter to ten, were you talk- 
ing to your co-director, Mr. Hugh Flint? — Yes. 

4008. In his room? — Yes. 

4009. Did Mr. W. J. Keswick come into that room? — 
Yes. 

4010. What did he tell you? — Mr. Keswick came into 
the room, the first time 1 had seen Mr. Keswick since 
August. We passed some comment about his holiday 
and then, to the best of my recollection — it is some time 
ago — he said “Hugh Barton has been writing to John 
about the firm’s gilts. He is asking for our advice. 1 
want to send him a telegram. This is what I think we 
might say. Do you agree? ” Then he produced a draft 
telegram which referred to the tightness of money or the 
possible tightness of money. This is an expression which 
Mr. Keswick uses very frequently. He then went on to 
talk about the importance of liquidity, which we well 
know, and Mr. Flint and I, to the best of our recollec- 
tion, said we agreed with the form of telegram he pro- 
posed to send. In my statement there I have said that 
the “Indo-China Steam Navigation Co. should act 
similarly ” was included in the telegram. On reflection, 
I think, that was added subsequently, but I cannot be 
quite sure. 

4011. Was this conversation in Mr. Flint’s room? — 
That was in Mr. Flint’s room. 

4012. Did you see the draft telegram when you were 
in Mr. Flint’s room? — Yes, 1 think so. I certainly saw it 
subsequently about a quarter of an hour later, but 1 prob- 
ably saw it in Mr. Flint’s room. At any rate it was read. 

4013. Did you have any further meeting that morning? 
— Yes. The conversation continued about five or ten 
minutes later in Mr. Keswick’s room, with particular 
relation to, I think, the Indo-China Steam Navigation 
Company, because 1 advised Mr. Keswick that the Indo- 
China had short-term commitments which affected the 
particular issue. We were subsequently joined by Mr. 
Young very shortly afterwards. 

4014. What discussion, according to your recollection, 
took place in Mr. Young’s presence? — We discussed the 
general financial situation, which Mr. Keswick felt was 
serious, and we agreed. He discussed again the importance 
of liquidity, and I think I remember saying, that so far 
as the Indo-China Steam Navigation was concerned, that 
seemed to be important to them because of their short- 
term commitments. The telegram was in draft and, as I 
have said, I think the reference to the Indo-China was 
added at that time. Then we concluded the conversation 
and Mr. Young left. Mr. Keswick said “I think John 
must see this ” and I said “ Is he coming in today? ” and 
he said “ Yes, he will be in later.” 

4015. Is that all you wish to say about what took place 
on that day? — That is, to the best of my recollection, what 
took place at the meeting. 

4016. I now want to put to you certain questions on 
that. Were you here yesterday? — No. 

4017. Have you been here at all? — No. 

4018. Have you read in the paper any report of Mr. 
Young’s evidence? — I have read Mr. Young’s evidence in 
the paper. 

4019. Did you see, before you gave evidence, the state- 
ment that Mr. Young had written?— No, I do not think 
so. I cannot recall doing so. 

4020. It is page 33 of the shorthand note of yesterday. 
A passage occurs there embodying what Mr. Young said 
in his statement. I must read it to you. It is at letter 
“ E ” : “ (Q) Now I want to come to Monday 16th Septem- 
ber, 1957. Did you attend a meeting in the office of 
Mr. W. J. Keswick, the Chairman of Matheson & Co., 
that morning? (A) I did. (Q) At what time? (A) approxi- 
mately 10 o’clock. (Q) Who else was there? (A) My 
recollection is that when I entered the room only Mr. W. J. 
Keswick was present, and he then called into the room 
Mr. Flint and Mr. Reid.” That is just about 10 o’clock. 
Does that accord with your recollection, or not? — Not 
quite. I rather think I was in the room before Mr. Young 
came in, but I cannot be sure. 

4021. The first meeting was in Mr. Flint’s room?—' The 
first meeting was in Mr. Flint’s -room. 

4022. Then Mr. Young says that Mr. Keswick read 
out the draft telegram?— That is correct. I think so. 



Attorney-General 

4023. Have you seen the statement made by Mr. William 
Keswick about this interview? — Yes, 1 have seen the 
statement, but only very briefly. 

4024. You read it, did you? — I glanced through it, but 
not thoroughly. 

4025. In paragraph 17, he says this : “ l thereupon 
drafted a telegram to be sent to Mr. Barton, and also a 
private and personal letter confirming and elaborating the 
advice which I gave in the telegram. I called in a number 
of my colleagues, including Mr. Harold Young, the chief 
accountant, and read over to them the telegram which I 
proposed to send. We had a short discussion on the 
seriously deteriorating financial situation ”. That suggests, 
docs it not, that the first discussion that you had on the 
draft telegram and lihe draft letter, took place in Mr. 
Keswick’s office?— That is not so. It took place in Mr. 
Flint’s office. 

4026. You are quite sure about that? — I am quite 
contain. Positive. 

4027. Was anything said about what measures might 
be taken. Government measures or Bank of England 
measures, to deal with the serious financial situation 
which you all thought existed at that time?— So far as 1 
can recall, Mr. Keswick said, “1 think we arc in for a 
period of very tight money. I think the credit squeeze is 
going to go on ” and also, so far as I can recollect, 1 think 
1 said “ I quite agree, sir. The pressure seems to be very 
great” and I referred to the pressure on the Continent 
in regard to devaluation and rumour which was rife at 
that particular time. 

4028. Was anything said about measures that the Gov- 
ernment might take, or the measures that the Bank of 
England might take to deal with the situation ?— No. I 
made the comment that further strong measures seemed 
to be necessary. I think that was all. Mr. Keswick made 
no comment. 

4029. What had you in mind when you referred to 
strong measures? Did you have in mind the classical 
weapon of increasing the Bank rate?— No, not particu- 
larly. 1 thought that they would be further restrictions 
on borrowing, on hire purchase, and so on. 

4030. When you say “not particularly” had you it in 
mind at all?— 1 suppose I thought that the Bank rate 
would be one of the measures which the Government 
might take. 

4031. Was anything said at all about the Bank rate, 
according to your recollection? — No, positively no. 

4032. Did Mr. Keswick go through with you the draft 
of the letter which he sent on the 16th September? — No. 

4033. You never saw that before it was sent off? — No. 

4034. Now will you look at the draft telegram, docu- 
ment “H”. Did you see the draft yourself?— -Yes, this 
is the draft which Mr. Keswick had on his desk when 
we were in his room. 

4035. It looks, does it not — I want to put this to you 
while you are looking at it ; it rays : “ Personally believe 
in spite pressure there will be no devaluation, at least not 
immediately. Anticipate tighter money therefore as tem- 
porary precaution recommend selling J. M. Co.’s hold- 
ing” and then it looks as if someone has thought it 
advisable to insert “majority of”? — Yes, that is in Mr. 
Keswick’s writing. 

4036. Was the insertion of the words “majority of” 
effected in consequence of a discussion at that meeting 
you had with him?— I cannot remember. 

4037. Now just one general question. You are very 
familiar with these matters : if there is plenty of money 
about to be borrowed, interest rates are likely to be low, 
are they not?— One would be led to suppose that to be 
'the case. 

4038. If there is not much money about to borrow, 
those who want to borrow have to pay, normally, a higher 
price for it?— Yes, 1 imagine that would be so. 

4039. Is that right? — 1 think so. 

4040. So that when you saiy “ tighter money”, there 
are various ways of bringing the situation about in which 
■there is tighter money, are there not?— Yes, I think so. 
Of course, when we talked of tighter money we thought 
that money would become difficult, that it would be 
difficult to arrange finance of any kind. We talked of 
“ liquidity ”, which was Mr. Keswick’s strong point. 

4041. That was in conversation there. Forgetting 
about that conversation for tire moment, and looking at 
this as the recipient might look at it. when you say, 
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“anticipate tighter money”, might that not be inter- 
preted to mean a possibility of an increase in interest 
rates? — I think it could be regarded as a possibility, but 
I think also various other possibilities stem from it. 

4042. Imagine yourself in Hong Kong, if you like, 
receiving a cable like this : “ Personally believe in spite 
pressure there will be no devaluation ”. Devaluation 
would be a Government step, or Bank of England step 
jointly, would it not, so that the telegram starts by 
referring to what one might call policy measures, does 
it not? — Yes. 

4043. At least not immediately. “Anticipate tighter 
money.” That is also an anticipation of what I call 
policy measures, is it not? — I think on that particular 
morning I regarded the term “tighter money”, as I 
usually do, that money generally would be much more 
difficult, would be more difficult to borrow, that there 
would be more and more restriction. I think that is what 
I had in mind a.t the time.. I cannot say how it would 
be regarded at the other end. 

4044. I am asking you, because you are much more 
familiar with these matters than I can be. I am only 
asking you about this possibility. You have said, very 
frankly, what was in your mind when you had this dis- 
cussion. I am now putting to you whether in its context 
the recipient of this telegram might in your opinion have 
considered the phrase “tighter money” also to relate to 
policy, such as devaluation? — It is possible. 

4045. If it is a matter of policy, of Government steps 
or Bank of England steps to secure that money was tighter, 
you could not rule out the possibility of an increase in 
Bank rate, could you? — No, not rule it out. 

4046. Dad you see the letters that Mr. Barton had sent 
on the 3rd and 5th September? Just Look at them. They 
are “ D ” and “ E ”. Do you see those two letters? — The 
one from Mr. Barton of the 3rd September? 

4047. And the one from Mr. Barton of the 5th Sep- 
tember. Have you got them? — Yes, I have them with me. 
No. 656, the first one, I do not think I can have seen, 
because my initials are not on it. We have a large 
number of these letters, and unless my initials were on 
it, I assume I would not have seen it. That is the 
practice. 

4048. I would have assumed that, but I want to ask 
you. You have how many Directors of Mathesons, is it 
five? — We have five, of whom four are in the private 
office. 
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4049. And this letter bears the initials of only two 
Directors? — Yes ; it seems to bear the initials of Mr. 
W. J. Keswick and Mr. John Keswick. 

4050. Does that indicate to your mind that this letter 
was not seen by any of the other Directors? — That may 
be so, yes. 

4051. That does indicate that to your mind? — Yes. If 
the initials are not on it it would not have been seen by 
other Directors. 

4052. Did you see the letter commencing “ Dear John ” 

at any time? — No, not until 

4053. When? — Not until very recently, a few days ago. 

4054. Can we take it that when this meeting of the 

16th September took place you had not seen this im- 
portant letter of the 3rd September from Mr. Barton? 
— No. , 

4055. Nor had you seen the letter of the 5th September? 
—No. 

4056. Nor had your colleague Mr. Flint? — I do not 
think so. 

4057. And they were not shown to you or read to you 
at that meeting?— Not to the best of my recollection. 

4058. Would you look at the letter marked “ A ”. The 
photostats vary rather a lot on this. How many Directors’ 
initials are there on the top of that letter? — Mr. W. J. 
Keswick, John Keswick, myself and Mr. Flint— four. 

4059. And is Mr. Young’s signature there too? — Mr. 
Young’s initials are there. 

4060. So that letter received general circulation? — Yes, 

that is correct. . . 

4061. A letter from Mr. Barton dealing again with 
what I call the gilt-edged question. Attached to that letter 
there is a circular; does that circular carry your initials 
on it too? It is marked “ B ”. Have you got that?— No. 
( Same handed to the witness.) 

4062. Does that carry your initials? — Yes. 

4063. Would you turn to Annex C, the reply from Mr. 
Keswick? Whose initials are on that?— Those are my 
initials, Mr. John Keswick, Mr. Flint and myself. 

4064. So you see all the correspondence until the letter 
of the 3rd September, and you do not see that? — Yes. I 
think that letter may have been sent up to Mr. W. J. 
Keswick in Scotland, and I may not have seen it. 

4065. Did Mr. W. J. Keswick on the 16th September 
make any reference to that letter? — No. 

4066. Did he make any reference to the letter of the 
5th September?— That was the letter I imagine he referred 
to when he talked to us in Mr. Flint’s room and sub- 
sequently in his own room. 



Re-examined by Mr. Megaw 



4067. You are a Director of Matheson & Company. Is 
there any particular province with which you deal in the 
business of that company? — Yes. Generally speaking, my 
particular share of the responsibilities connected with stock 
matters are the Indo-China Steam Navigation Company’s 
London affairs, at this end, our shipping interests and 
some of our trading interests. 



4068. The Indo-China Steam Navigation Company, I 
suppose, is, as its name implies, a shipping company? — 
Yes. 

4069. You are concerned with that, and shipping matters 
and certain others? — Yes. 

4070. That is your particular province? — My particular 
province. 



By The Tribunal 



4071. Chairman: I want you to help me on this draft 
telegram. Were there any alterations made in your 
presence as a result of the discussion? — The insertion of 
the Savings Bonds and War Loan is in Mr. Young’s 
writing. I think that was put in while I was present. 

4072. Do you see how it read originally? It was: 
“Sell” — leave out “majority” for the moment — “J.M.’s 
holding at best.” That is how it read originally, did it 
not? — Yes. 

4073. And then the holdings are identified and “ best ” 
is struck out and certain prices inserted? — I think, my 
Lord, that those prices were inserted in conversation with 
Mr. Young, but again I cannot be quite sure. 



4074. I dare say, but did you or did somebody else say : 
“We had better tell them the prices and not just say 
‘ at best ’ ”? — I do not recall doing so myself. 

4075. And again in regard to the insertion of the 
words “ majority of ”, did that arise as a result of some- 
thing which somebody said at the meeting? — I cannot 
remember. 

4076. It is curious. This is really recommending and 
asking for instructions. It is rather an awkward instruction 
to get to sell the majority of the holdings. What does 
it mean? Was there no discussion about it? — I cannot 
recall it, my Lord. 



( The Witness withdrew.) 



Mr. William Johnston Keswick, recalled. 
Examination by the Attorney General continued 



4077. You have been sworn. I had reached with you 
last night the point in your statement where you said 
you had given instructions for the draft telegram, together 
with a copy of the letter, to be placed on your brother’s 
desk? — Yes. 

4078. I want to go on taking you through your state- 
ments, and then, as you know, I shall have to cross- 
examine you. At about 1 o’clock on that day, the 16th 



September, did you go to lunch at the Bank of England? 
—I did. 

4079. As you often do? — Y es. 

4080. Did you there meet and talk to the Deputy 
Governor? — I did. 

4081. Was this your first; visit for three weeks? — Yes. 

4082. Did he run over with you, in fairly general terms, 
the current serious financial situation? — Yes, he did. 
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4083. Referring to the published August exchange 
figures? — Yes. 

4084. German elections? — Yes. 

4085. And I.M.F. meetings to come? — Yes. 

4086. Did he seem to believe that there was a general 
realisation that the world was expecting D-mark to rise 
and the £ to fall? — Yes. 

4087. Did he explain that talks were going on about 
what action could be taken? — He did. 

4088. And that they might include a swingeing rise in 
interest rates?— I think he did, yes. 

4089. To convince the world that we were determined 
to check chronic inflation in the United Kingdom ? — Yes. 

4090. But did he say that nothing had at that time been 
decided? — He did. 

4091. Was any mention made at that interview of a 
proposal to raise the Bank rate to 7 per cent, on Septem- 
ber 19th? — No. 

4092. At about half past two did you leave the Bank 
of England ? — I did. 

4093. And go to your dentist? — 1 did. 

4094. And then to the hairdresser? — I did. 

4095. Were you out of the City for the whole of the 
afternoon? — I was. 

4096. Did you not return to your ofllcc that day? — 
No, I did not. 

4097. Did your brother John not return from Scotland 
on the 1 6th September?— No, he did not. 

4098. Had that been expected?-— He had been ex- 
pected. I had expected him. 

4099. And consequently the draft telegram did not go 
off that day ; is that what you said in your statement? — 
I did. 

4100. And as your brother had not arrived by about 
half past eleven on the following day, the 17th September, 
the Tuesday, did you give instructions for the telegram 
to be sent off?— I did. 

4101. Was it coded and despatched without alteration 
at about 12.40 p.m.? — Yes, it was. 

4102. Do you know at what time it was received in 
Hong Kong? Would it be about 10 o’clock at night, 
Hong Kong time? — Yes. That can be established. 

4103. In your statement I think you have said: “ It was 
received in Hong Kong at 10 p.m.. Honk Kong time, on 
the same day, and was decoded at 9.30 a.m., Hong Kong 
time, on the following day, 18th September, 1957, Wednes- 
day ”? — Yes. 

4104. Then this follows out of your statement, I think. 
Have you taken steps to verify that those statements are 
accurate about times of reception and decoding? — Yes, 
they have been taken. 

4105. At a Board Meeting of Jardine, Matheson & Co., 
held at the registered olliec of the company in Hong 
Kong at 1 1 o’clock Hong Kong time, 2 a.m. London time, 
on the 17th .September, Tuesday, was it decided, owing to 
the continued pressure on sterling, to sell the company’s 
holdings of British gilt-edged securities? — Yes, it was. 

4106. Do you produce a photostat copy of the Minutes 
of that meeting, marked “ E ”? — Yes. 

4107. On the same day was there a Board Meeting 
held in Hong Kong by one of the J.M. group, the Jardine 
Engineering Company? — Yes. 

4108. At 11.30 a.m.?— Yes. 

4109. Hong Kong time?— Yes. 

4110. And 2.30 a.m. London lime? — Yes. 

4111. Was it then decided to sell that company’s hold- 
ing of gilt-edged, as is shown in the photostat copy of the 
Minutes of the Board Meeting, marked “L”? — Yes, it 



4112. At the time those two decisions were taken, do 
you say that Mr. Barton could not have received your 
telegram nor, of course, your letter?— Yes. 

4113. On the following day, the 18th September, 1957, 
Wednesday, did the Directors of the Indo-China Steam 
Navigation Co., Ltd., hold a meeting in Hong Kong at 
12 o’clock noon? — Yes. 

4114. Hong Kong time?— Yes. 

4115. 3 a.m. London time?— Yes. 

4116. Was it then decided that the company’s holding 
of 300,000 3 per cent. Savings Bonds 1960/70 should be 
sold at the then current price of 76?— Yes. 

4117. Is there a photostatic copy of the Minutes of 
that meeting produced by you and marked “ M ”? — I do 
not think that is right. 

4118. Yes, it is “M”; I have checked it?— Do you 
want me 1 o verify it, or not? 

4119. If you like to, do?— The Minutes are here. I 

can. „ 

4120. They are marked “ M ”, are they not?— That is 



4121. Following these Board Meetings, all held in Hong 
Kong, was a telegram despatched by Mr. Barton at 5.43 
p.m. Hong Kong time, 8.43 a.m. London time, on the 
ISlh September? — Yes. 

4122. To Matheson & Co., Ltd., in London?— Yes. 

4123. And was that telegram received in your office in 
London at 12.53 p.m.? — It was. 

4124. London time? — London time. 

4125. On the same day?— On the same day. 

4126. Is that the telegram marked “N”?— Yes. 

4127. Was that telegram decoded and typed in your 
oihee at about 2 o’clock on the 18th September?— Yes, 
it was. 



4128. Was it shown to you on your return from lunch 
between 2.30 and 2.40 p.m.?— Yes. 

4129. Did you then give instructions for a copy to be 
given to Mr. Harold Young with instructions to sell tho 
securities concerned ? — Yes. 



4130. At that time was Mr. Young at a meeting in the 
office? — Yes. 

4131. Fixed for 2.15 p.m.?— Yes. 

4132. And did that meeting last till approximately 3.30 
p.m.? — Yes. 

4133. Immediately after the end of the meeting did Mr. 
Young call on you in your private room? — Yes, he did. 

4134. Did you then hand him a copy of the telegram? 



4135. And ask him to deal with it in the normal way?— 
Yes. 

4136. At the same time did you ask him whether it was 
loo late to deal? — Yes, I did. 

4137. Did you say that if he could fulfil part of the 
order to sell he was to do so?— Yes. 

^41 38. And leave the balance until the following day?— 

41.39. You talk about Mr. Young’s movements in the 
next paragraph of your statement. You say: “The sale 
ol the entire order was, I understand completed at about 
4.40 p.m.”? — Yes. 

4140. At about 4.30 the same day were you summoned 
to the Bank of England by the Deputy Governor? — I was. 

4141. Were you told for the first time that it would be 
recommended to the Court of Directors of the Bank that 
the Bank rate should be increased to 7 per cent, on the 
following day? — Yes. 

4142. Did you immediately disclose to the Deputy 
Governor that your company had that day received a 
large selling order of gilt-edged from Jardine, Matheson? 
— Yes. 

4143. And its associated companies in Hong Kong? — 
Yes._ 

4144. Which was at that time probably being carried 
out? — Yes. 

4145. You had not at that time seen Mr. Young again, 
had you, to find out whether or not he had been success- 
ful?— No. 

4146. Tn selling the whole of the securities as requested 
in Mr. Barton's telegram? — Quite. 

4147. Did the Deputy Governor advise you that you 
should not attempt to cancel the sales? — Yes. 

4148. Did you say that no gilt-edged securities other 
than those referred to in this statement were sold on 
the 18th September, 1957, or the 19lh September, 1957. 
by Matheson’s, either on its own behalf or on behalf of 
clients? — Yes. 

4149. Was that statement made and signed by you — 
I think you would agree we have covered the whole 
ground of it? — Yes. 

4150. — on the 21st November? — Yes, the 21st 
November. 

4151. Did you then make a further statement? — Yes. 

4152. Was that further statement signed by you on the 
22nd November, 1957? — Yes, the 22nd. 

4153. I want to take you through that statement now. 
Did you say iin that statement that during the first week 
of September, while you were in Scotland, you received a 
personal letter in manuscript from the Deputy Governor, 
which you destroyed after reading? — Yes. 

4154. Had the Deputy Governor suggested that you 
should destroy it? — He had. 

4155. In that letter did the Deputy Governor refer to 
the August exchange figures? — He did. 

4156. Did he say he did not want you to be ignorant 
of the general worsening financial situation? — Yes. 

4157. Which he had been reporting recently to the 
Court of Directors of the Bank? — Yes. 

4158. Did he tell you that conversations were going on 
regarding possible remedies for the situation? — Yes. 
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4159. And that one of those remedies might well be a 
rise in the Bank rate? — Yes. 

4160. But that nothing had yet been decided? — Correct. 

4161. Did he say that the Governor was still away on 
holiday? — Yes. 

4162. And that he saw no reason to suppose that you 
would have to be recalled? — Yes. 

4163. Is that statement dated 22nd November, signed 
by you? — Yes. 

4164. Then I think you made a third statement on the 
3rd December, 1957. Did you say in that statement: 
“ I wish to say that in reference to Paragraph 38 of my 
statement of the 21st November, neither I nor my family 
sold any gilt-edged securities, nor were any sold on our 
behalf at any time on the 18th September, 1957 ”? — Yes. 

4165. “ Or on 19th September, 1957 ” ; is that right? — 
Yes. 

4166. “With reference to the sales of the gilt-edged 
securities referred to in my previous statement of the 21st 
November, particulars of which are set out in Annex C 
to that statement, I wish to say that the actual formalities 
relating to the sales were completed in London as they 
were registered in the name of Matheson's Nominees, 
Ltd., a wholly owned subsidiary of Matheson & Co- 
Ltd.” ; is that right? — Yes. 



6th December 1957 

4167. Are you a Director of that nominee company? — 
I am. 

4168. Were the transfers of the gilt-edged securities 
executed under seal of that company .in the normal way? 
—Yes. 

4169. You went on to say that neither you nor Matheson 
& Co. had any private or official communications on the 
subject of gilt-edged with Jardine, Matheson & Co., or 
any of the companies referred to in your statement of 
the 21st November as the J.M. Group, during the month 
of September up to the time at which the increase in 
the Bank rate to 7 per cent, was publicly announced on 
the 19th, other than the cables and letters which are 
annexed to your statement and two routine weekly reports 
dated 6th and 13th September to Jardine, Matheson & 
Co., Ltd., as General Managers of Indo-China Steam Navi- 
gation Co., Ltd., attaching statement of the latter com- 
pany’s investments as at those dates, and you attach copies 
of those? — Yes. 

4170. I think I have taken you through the various 
statements you have made? — Yes. 

4171. Is there anything at this stage, before I start 
asking questions in cross-examination, that you would 
like to add to what you have said? — No. 

The Attorney-General : Now it is my duty to ask you 
a number of other questions. 
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4172. Of what other companies are you a Director? — 
I may not be able to give you the full list, but I can give 
you most. 

4173. Can I help you — if this is an accurate record of 
the directorships?— There are a lot of subsidiary com- 
panies which I probably might forget. 

4174. Are you Joint Deputy Chairman of the Alliance 
Assurance Co.? — Yes. 

4175. A Director of the B.P. Tanker Co., Ltd.?— Yes. 

4176. Of the B.P. Trading Co., Ltd.? — Yes. 

4177. Of the Barragore Jute Factory Co., Ltd.?— Yes. 

4178. Of the British and Chinese Corporation?— - Yes. 

4179. Of the British Petroleum Co., Ltd.? — Yes. 

4180. Are you a Governor of the Hudson’s Bay Com- 
pany? — Yes. 

4181. A Director of the Hunwal Tea Co.? — Yes. 

4182. And the Petroleum Steamship Co.? — Yes. 

4183. And a Director of Scottish Oils, Ltd.?— Yes. 

4184. Are there any other major companies of which 
you are a Director?— No major, but I would like to 
check the subsidiary list in my own office to see whether 
I have omitted anything. 

4185 Have you any connection with the Hindustan 
Steamship Co.?— No connection. I am a shareholder— we 
are shareholders. 

4186. When you say “we”, who do you mean?— 
Mathesons are shareholders in the Hindustan Steamship 

4187 What is your shareholding in that?— I cannot 
remember. 

4188. Could you have that found out during the 
luncheon interval and let us know immediately after 
lunch?— Yes, I am sure. 

4189. Do you appoint a Director to the Board?— Yes 

we do. • 

4190. Who is he?— Mr. Reid. 

Uni' T he last witness?— The last witness. 

4192. Are you also shareholders of Chubra Tea? — I 
think we are very small shareholders. 

£ hat is Matheson & Co.?— Matheson & Co. 

41 y 4. Do you appoint a Director to the Board of that 
C r^ an u y - y ° U aTe a Direc tor of it, are you not?— Not 

dL5 w a J ea ' l do not think we do - We have 

done. We have not at the moment. 

4195. I want to ask you one other matter. Have you 
a °y .|hares "held by Erlangers as nominees?— By who? 

4196. By Erlangers?— No. 

4197. Or Moorgate Nominees?— No. 

4198. I want to ask you this general question. Have 
you made enquiries to find out whether any of those 
compames of which you are a Director or on which 
Mathwons have the power of appointing a Director, 

VCS f o f ? 1 £ ed «5 d mm ediately before the rise 

2iaG B xS- l ate?—I found out about the major ones. 

ma J 0 [ ones?— The Alliance and B.P. 
, 42 f ,^5 was the result of your enquiries?— That 
they had not sold. 

,,. 4201 - Let us see to what extent we can agree upon 
this. You would agree, would you not, that it would be 
very wrong indeed if you knew that the Bank rate was 



going to be increased and you told anyone that before it 
was announced? — Very wrong. 

4202. Particularly if it was told, even by a hint, to 
anyone in business? — Yes. 

4203. Or by a hint to anyone whom you were advising? 
— Yes. 

4204. To anyone who could turn the information to his 
financial advantage? — Yes. 

4205. You would agree to, would you not, that it would 
be very wrong if you were told as a Director of the 
Bank of England that there was likely to be an increase in 
the Bank rate, or that an increase was under consideration 
for you to communicate or hint at that to anyone with 
whom you were associated in business?— I would consider 
it wrong. 

4206. Very wrong? — Very wrong. 

4207 Your position was a difficult one, was it not?— 
Yes, it is. 

t ' w OU , had an obligation to give honest advice to 
Jardine, Matheson & Co.? — Yes, I did. 

4209. And you had a duty not to disclose anything 
cUrectty or indirectly in relation to the Bank rate?— Yes, 
1 did. 

4210. Which duty did you regard as the most important? 
— I regard them equally important. 

4211. When there became a conflict of duty between 
y° u l d “ l y *o Jardine, Matheson & Co. and the duty to 
the Bank of England, which duty would prevail?— I would 
not make the choice. I would, as indeed in this case, 
declare. 

4212. What do you mean by you would declare?— In 
the case of the Bank of England, if I had done anything 
for my own firm or for others which was wrong, or 
might appear wrong, I would declare it immediately to 
the Bank of England. 

4213. We know, do we not, that when you were up in 
Scotland you got this letter dated 3rd September the 
Deputy Governor said it was?— Yes. 

4214. In the Deputy Governor’s own writing? — Yes 

4215. Presumably you received that letter on the 4th 
September?— On the 4th. 

4216. Was it unusual or quite normal for you to receive 
a letter from the Deputy Governor on matters such as 
this in ffis own handwriting?— I have not been a Director 
of the Bank of England very long. 

4217. When did you become one?— I think it is three 
years— and we do not write letters in manuscript to each 

4218. So that it was unusual, was it?— I would say 
it was unusual. 

4219. And so something to which you thought it right 

to attach special significance?— Yes, J would always 
attach 

4220. The fact that he troubled to write to you a letter 
in his own hand with a request that you should destroy 
it after you had read it?— Yes ; I thought it was a very 
courteous act. 

„ „t? 21 w Q i Vtag y -°; a e<>od deaI ot information, was it 
not? — Well, was it? 
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4222. Well, was it not? — It gave me the information 
about the seriousness of the situation. 

4223. Did you know before you received that letter 
that an increase in the Bank rate was under consideration? 
—No. 

4224. That was a fresh piece of information to you, was 
it not? — Yes. 

4225. I suppose you regard any increase in the Bank 
rate as a serious matter, do you not? — Of course, as 
indeed any other steps taken for the financial position: 
I would not isolate one from the other 

4226. But it was quite clear to you from the moment 
you read that letter, was it not, that the financial position 
of this country was indeed a serious one? — It was. 

4227. And, secondly, it was quite clear to you from the 
moment you read that letter that steps were being con- 
templated to deal with the serious situation? — Steps were 
being contemplated to deal with the situation. 

4228. And you were told at that time that one of the 
possible steps was an increase in the Bank rate? — Yes, of 
course. 

4229. Was that the first time that you had any official 
indication that the Bank rate was likely to be increased? — 
Yes — I think — could you repeat that question ? 

4230. Was that the first intimation that you had that 
the Bank rate was likely to be increased? — the first intima- 
tion from one of your colleagues on the Court of the 
Bank of England, or the Governor or Deputy Governor? 
— The reason I asked you to repeat the question was the 
word “ likely ”, 

4231. Was under contemplation, if you prefer it?- — Yes. 

4232. That was the first intimation? — Yes. 

4233. No doubt that letter affected your own thinking 
quite a little? — It did not affect my thinking, no. 

4234. It was after receipt of that letter that you wrote 
the letter of the 10th September to your brother, was 
it not? — Yes, it was. 

4235. Where you said : “ Gilts : I am worried about 
the firm’s and companies’ gilt-edged ”?— Yes. 

4236. “Remind me next week we must do something 
about them ”? — Yes. 

4237. “Hugh of course will want to clear out the lot. 
Perhaps he is right ’’? — Yes. 

4238. “ and they should be sold ’’? — Yes. 

4239. “ The future certainly looks murky ”? — Yes. 

4240. “ I thought Nigel was very depressing ”? — Yes. 

4241. Then you go on to say: “Sorry the ‘hols’ are 
nearly over. I’ve enjoyed them. See you No. 3 Monday”? 
— Yes. 

4242. That letter was written by you four days, pre- 
sumably, after you had received the letter from the 
Deputy Governor of the Bank of England? — Yes. 

4243. Do you say that the letter you had received from 
the Bank of England had had no effect on your mind 
when you came to write the letter of the 10th? — The letter 
of the 10th being? 

4244. The letter to your brother? — I do not think — it 
obviously confirmed my general fear of the situation. 

4245. Had you had any communication with your 
brother between the 4th September and the 10th apart 
from this letter? — Any communication? ... I do not 
think so. 

4246. Did you know when you wrote this letter your 
brother was arriving in Scotland on the morning of the 
13th September? — Yes, I did. 

4247. Why then did you say in this letter, if you knew 
that : “ See you No. 3 Monday "7 — Because that was the 
end of our holidays — I thought was the end of our 
holidays, when we would have to deal with these matters. 

4248. Buit the next time you were likely to see him was 

out shooting on the Friday? — Yes, but 

4249. And you knew that? — In Scotland we try as 
much as we can not to deal wiith business matters. 

4250. But this was hardly a business letter, was it, 
starting : “ Yesterday’s bag ”? — No, it was not. 

4251. And then someone’s address? — Yes. 

4252. If you knew when you wrote that, letter that 
you were going to see him on the 13tth, why in this non- 
business letter did you not say : “ See you 13-th out 
shooting”? — Because I did not want to talk about busi- 
ness matters on a holiday shooting party. 

4253. Is that whait you say? — That is what I say. 
That is why I wanted to be reminded as soon as we got 
back to work, which I thought would be Monday, that 
we should deal with this question. 

4254. Have you your letter in front of you? — The 10-th. 

4255. It is what you might call a chatty letter, is it 
not, about all kinds of things? — Yes. 

30671 



4256. lit is not a business letter of any kind at all, 
really, is it? — I would not say it was a business letter, 
no. 

4257. See how you end it : “ Sorry the ‘ hols ’ are nearly 
over. I’ve enjoyed them. See you No. 3 Monday”? — 

4258. Why should you say that in this chatty letter if 
you knew you were going to see him on a grouse moor 
on Friday?— Because I was writing to him in London and 
wished to be reminded about this subject on Monday 
when wc wont back to work. 

4259. Were you staying quite close by on the Friday 
night? — Which Friday night? 

4260. Friday night, the 13th? — Quite dose — between 
nine and eleven miles, in another county. 

4261. Tit would -have been quite easy to have spoken to 
your brother on the telephone? — I could have done. 

4262. Oir to have gone over to sec him? — I could 
have done — very unlikely to have gone over to see him. 

4263. Did you know he had brought up the letter of 
the 5th September from Barton? — Did I know? 

4264. Yes? — Our system when I am away is I get the 
Hong Kong mail, which are called the semi-official letters, 
put in an envelope and, so that I do not get out of 
touch, they come up to me regularly. This was one which 
oame up in that way, brought up by my brother instead 
of posited. 

4265. Look at the letter of the 5th September, which 
is the one I am asking about? — From Barton to my 
brother? 

4266. Yes? — I did not see that. 

4267. Was that one of the letters brought up to you by 
your brother? — No. 

4268. Did you know that he had brought that letter 
to Scotland? — I do not know that I knew he had brought 
it to Scotland. At some period at that time he said he 
had had a letter. 

4269. When did you first see that letter? — It must be 
when he came down to London again. 

4270. Are you sure? — I am sure. 

4271. You heard Mir. Reid’s evidence this morning, did 
you not? — Yes. 

4272. How you opened the meeting on the 16th Sep- 
tember by saying : “ Barton’s written a letter to John ”? — 
Yes. 

4273. Are you saying that you had not seen that letter 
by that date? — I am. 

4274. I will come to that in a moment. Can you help 
me about this : can you conceive of any other object of 
bringing that letter of the 5th September to Scotland 
than that of showing it to you? — I cannot say why my 
brother brought that letter. It was a private letter, and 
I do not see why he should necessarily have brought it 
to Scotland to show me. 

4275. Did he bring the letter up with him o-n the 3rd 
September? — The letter of the 3rd September? 

4276. Yes? — I have already explained that came up in 
an envelope with the other mail from Hong Kong. 

4277. But was it brought up by him? — Brought up by 
him. 

4278. About wlhat time of the day was it handed to 
you? — I think it was When we either met before the 
shooting or when we went home. I would find great 
difficulty in remembering exactly when that envelope was 
given to me. 

4279. How often do you have mail sent up to you in 
Scotland when you are in Scotland? — Regularly. 

4280. Does that mean every day? — No, but I imagine 
the Hong Kong mail comes in two or three times a week, 
but when it does it is sent to me first. 

4281. Straight off? — Unless one of the others of us are 
down there — yes, sent to me first. 

4282. So that we can take it, if a Hon-g Kong letter 
comes in addressed to you it is immediately sent on to 
Scotland? — Yes. 

4283. Would you look at the letter marked “D”?— 
May I be very exact there: anything of importance is 
sent on to me ; I think my secretary would be selective. 

4284. Would you look ait the letter of the 3rd Sep- 
tember? — Yes. 

4285. Did you regard that as an important letter? — 
Yes, I do. 

4286. Can you understand why, if what you are saying 
is correct, that letter was n-ot sent up to you straight away 
on the 6th September, and why you did not see -that letter 
until 13th September? — I cannot say exactly why that 
took place. 

4287. Very extraordinary, -was it not? — I do not think 
so. 

E 2 
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4288. Of course, if your brother had seen this letter 
on the 6th September — it is marked “ Received 6th Septem- 
ber ” — he might have thought : “ I will take that up with 
the letter to me, and we will discuss both letters 
together”? — He might have done, but I do not know 
whether he did think in such terms. 

4289. You see, he has said that he had not seen this 
letter of the 3rd September when he came up to Scot- 
land? — I see. Well then, of course, he could not think 
in such terms. 

4290. Can you not recollect with a little more precision 
whether it was at the beginning of the day or the end 
of the day’s shooting that you were handed this letter? — 
No. 

4291. When you were handed this correspondence, did 
you glance through it to see if there was anything you 
might want to discuss with your brother before you 
parted? — No. 

4292. You did not even look at them? — No. Some- 
times, I regret to say, I do not even open them. 

4293. But this letter was opened previously ; it was not 
in the original Hong Kong envelope? — No, but I do not 
open the package of letters which comes up to me. 

4294. Not even after your conversation with your 
brother? — No, not on a holiday. 

4295. You were here all the time your brother gave 
evidence yesterday? — Yes. 

4296. I want to ask you which of the accounts that he 
gave of what happened while you were out shooting you 
would agree is the correct account. Have you a copy of 
the Shorthand Note before you? — Yes. 

4297. It is page 60, by the letter D : “ Did you mention 
to him that you had brought a letter up for him to see? 
(A) No, but in due course I told him that I had a letter 
from Barton and that he was very worried about this 
question of devaluation, and that he did not wish to 
‘ miss the bus with the firm’s gilts.’ ”. Did he tell you that? 
— Yes, I think he did. 

4298. Is it coming back to your mind when this con- 
versation took place? — I fear I cannot remember. 

4299. Then I asked him : “ What do you mean by ‘ in 
due course’ ; when was that? ” Then he made a mistake 
about the date, and I pointed out that he was probably 
shooting Friday and Saturday, and his answer by E 
was : “ Quite correct. I think I spoke to him about it 
on the Saturday”? — Yes, but I did not see him on the 
Saturday, the 14th. 

4300. He now says it was Friday? — I think that is right. 

4301. “Can you give us, to the best of your recol- 
lection, what conversation passed between you when you 
mentioned it to him on Saturday, the 14th? (A) No further 
than I have just said.” Does that accord with your recollec- 
tion? What he had just said was by the letter D, the 
part I read out to you. — Could I see that again? 

4302. It is by D. — “ I do not think I spoke to him about 
this during” — have I the right part? 

4303. It is page 60, in answer to my question ; “ Did 
you mention to him that you had brought a letter up 
for him to see? ” — “ No, but in due course I told him that 
I had a letter from Barton ” — that is correct — “ and that 
he was very worried about this question of devaluation ” 
— that is correct — “ and that he did not wish to * miss the 
bus with the firm’s gilts ’ ” — that is correct. 

4304. Now if you will come down to the letter F, 
you see I asked him to give, to the best of his recollection, 
what was the conversation between you, and his answer 
was: “No further than I have just said”? — Yes. 

4305. He was referring back to the answer that you 
have just said was correct? — Yes. 

4306. Do you agree that the conversation was no further 
than that passage by the letter D? — I imagine that I must 
have said something. 

4307. I think you will see that in the next question : “ I 
think be said : ‘ Yes, we must do something about this ’ ”. 
—Yes. 

4308. Apart from that, is that, in your recollection — be 
careful about this — a full and accurate statement of the 
conversation that took place between you? — I am sure 
that everything that is mentioned there is accurate. How 
full it is and whether anything could be added, I am not 
so sure. 

4309. Can you remember anything else? — I can re- 
member saying my fears about sterling, and I can re- 
member saying that Barton has always wanted to sell. 
I think that is about all. 

4310. We will just see what your brother says about 
this. Turn over to page 61, the second question : “ While 
you were in Scotland, was there no further question about 
the state of the £, no further conversation between you 
and your brother about the state of the £ or the pressure 



on the £? ” He said : “ I think we did discuss the question 
of money in this country. Both he and I, I think, agreed 
at that time that the ‘ squeeze ’ was likely to continue an 
this country ”. Does that accord with your recollection? — 
Yes, I should think so. . 

4311. Was that conversation later in the evening? — It is 
difficult for me to remember the exact timing of a conver- 
sation on a grouse moor. 

4312. Then two questions further on: “You then came 
back to this financial subject, and I gather you expressed 
the view that -the credit squeeze would go on? (A) That 
is my view, and was my view. (Q) You expressed it? 
(A) Yes.” Did your brother tell you that?— Yes, he did, 

1 i thank ; I am sure he did. 

4313. Then 1 asked: “Did he agree with it or not? 
(A) Yes. I do not think we reached any great conclusion 
on the subject. It was rather a hasty conversation ”. Is 
that right?— Yes, I think that was right. 

4314. Then I asked : “ Were there some hasty observa- 
tions about what the Government or the Bank of England 
ought to do about it?”, and you see the answer was: 
“No”. Do you agree there was no discussion about 
that? — I am sorry, I do not quite know where you are. 

4315. By the letter C, a little lower down? — Nothing 
was said about the Bank rate, no; about interest, no. 

4316. Was anything said about what the Government 
or the Bank of England ought to do about the financial - 
situation? — No. 

4317. Were you and your brother about the only two 
people who were not suggesting what the Government 
should do? — Were we the only two people in England or 
Scotland? 

4318. If you like? — Of course not. 

4319. And yet on this occasion, when you are discussing 
the credit squeeze, when you are saying that that is likely 
to go on, and you know the situation is serious, do you 
say that neither of you suggested, or discussed, or hinted 
at the course the Government might take, or should take? 
— I certainly did not, because obviously one has to be 
extremely careful as a Director of the Bank of England 
in expressing any view of what the Government should do. 

4320. Even to your brother? — Yes, even to my brother. 

4321. Was anything said about interest rates? — I do 
not think anything was said about interest rates. 

4322. Was anything said about money getting tighter? 
— Certainly. 

4323. Would you agree that that phrase can cover quite 
a wide field — money getting tighter? — It can to some 
people here, yes — yes. 

4324. There are various ways in which you can produce 
that result, are there not? — Of getting money tight. 

4325. Of getting money tighter? — There are various 
ways. 

4326. Stopping advances by the banks is one, is it not? 
— Yes. 

4327. When there is plenty of money about interest 
rates are likely to be low, are they not? — Sometimes, yes. 

4328. And one step to get money tighter is to put up 
the Bank rate, is it not? — One step to get money tighter 
is to put up the Bank rate, but it is not the only step. 

4329. I said “ one step ”? — Yes. 

4330. Would you turn to page 72 of the Shorthand 
Note? Your brother was asked by the Tribunal, by the 
letter B, about the letter that you had written to him of 
the 10th September. Do you see there there is a quota- 
tion from the letter? — The question : “ ‘ Hugh ’ ”? 

4331. The question begins with: “ ‘Hugh’”. Then the 
question ends : “ When you met in Scotland you had this 
letter and you had also the letter from Barton? (A) Yes. 
(Q) And quite clearly, there is no mystery about it, you 
and your brother must have discussed the matter. (A) 
We did ”. That is right, is it not? — We discussed the 
financial situation. I am not sure quite what question you 
are asking me. 

4332. In relation to Hugh Barton? — You are asking me 
whether we discussed Hugh Barton? 

4333. In relation to Hugh Barton and gilts? — We 
discussed Hugh Barton and gilts in Scotland. 

4334. On that Friday? — On that Friday. 

4335. And the question of selling gilts? — Yes. 

4336. Then my Lord asked your brother in the next 
question, by latter C : “ And he ” — that is, you — “ got to 

know your views and you got to know his views ” ? — 

Yes. 

4337. " and when he got back to London he wrote 

the letter of the 16th September”? — Yes. 

4338. “ (A) Yes. I do not think it is quite clear to 
say I got to know my brother’s views and he got to 
know my views. We knew each other’s views pretty well 
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all the way along. It was nothing new. I think it might 
give the impression that we had suddenly cooked up a new 
idea. (Q) You did discuss the matter together? (A) Yes ”. 
Do you agree with those answers? — We knew each other’s 
views, yes. 

4339. All along? — All along, yes, 1 would say. 

4340. And no difference of view between you on the 
13th September? — I do not think so, no. 

4341. Did you then form a provisional decision to sell 
the gilts? — 1 did not form a provisional decision to sell 
Who gilts. 

4342. To recommend the sale of the gilts? — 1 do not 
think there was anything provisional about it. I think 
that we came to, or, if I may put it this way, we drifted 
to the decision that it was inevitable that we should 
recommend the sale of gilts. 

4343. Was the drift between the grouse butts?— No, the 
drift has been for, I should have thought, a long time. 

4344. I am asking you about the Friday. Were you 
both on that Friday, when you discussed the matter 
together, in agreement that you would have to recommend 
to Mr. Barton that the gilts should be sold? — 1 am sure we 

4345. Did you discuss that, or mention it, in the course 
of a conversation on that day? — Did we? 

4346. Yes? — Yes, I am sure we must have done. 

4347. Would you look at page 75 of yesterday’s trans- 
cript. I just want to see to what extent you agree with 
your brother. You see there is a reference just above 
letter “ B ” to “ Barton’s boards are obviously scared ’’ 
and he was asked: “Did you say words to that cited? 
(A.) When? (Q.) When you saw your brother in .Scot- 
land? (A.) Yes, I think 1 did. (Q.) Did you talk about 
the cash commitments and so forth, the matters men- 
tioned in the note you had left for him? (A.) Yes ; I 
presume that I said very much the same to him as I said 
in my note.” Do you agree with that? Yes, I would 
agree with that. 

4348. “ (Q.) And you had mentioned to him loo the 
letter you had had from Barton specifically? (A.) Yes.”? 
—Did my brother mention it to me? 

4349. Yes?— Yes, I am sure he did. 

4350. And you were not aware at that time that you 
had also got a letter in your pocket from Mr. Barton, 
dated 3rd September? — No, not at that time. 

4351. A little lower down, your brother was asked: 
“What were the views? (A.) What date are you now 
talking of? (Q.) I am talking about Scotland? (A.) Our 
views at that lime, in Scotland, were that there would be 
no devaluation.” Do you agree with that?— I would agree 
with that 

4352. “ (Q.) Were you going to advise the sale of gilts? 
(A.) I would say Yes to that ” — I would say Yes to that. 

4353. And your mind, I suppose, in reaching that con- 
clusion was affected by what your brother told you of 
the letter he had received from Mr. Barton? — No. What 
T thought was in that letter from Mr. Barton was this 
endless repetition of Barton’s sort of wanting to sell the 
gilts and the fear of devaluation. 

4354. Your mind was really made up by then on the 
13th, was it not, that you would have to recommend the 
sale of gilts? — 1 would say very nearly, but I would not 
like — we try never to make a decision — I must go on 
repeating this — on holiday in Scotland and that is why 
I wanted to come down to London before I actually 
definitely made a final decision on the advice. 

4355. But you knew your brother’s view? — I knew my 
brother’s view. 

4356. Your brother was asked on the next page : “ Was 
any provisional conclusion come to? (A.) Yes: we ought 
to sell.” That is at letter “A”, page 76? — I do not 
understand the “ provisional conclusion ”. 

4357. Would you say that the conclusion was come to 
that you ought to sell? — I would say that the conclusion 
was come to that we ought to sell. 

4358. Now I come to the important dale, the 16th 
September, the day you got back to your office. Let us 
see what the position was then if we can, together. You 
had seen the letter of the 3rd September from Mr. Barton? 
—I had. 

4359. You had not seen the letter of the 5th September 
addressed to your brother? — No. 

4360. But you had received an intimation from the 
Deputy Governor of the Bank of England indicating 
possibility of a rise in the Bank rate? — Amongst other 
things, yes. 

4361. But there was a specific reference to that in the 
letter, was there not?— There was specific reference to 
that. 
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4362. And on the 10th you had a meeting in your 
ollice? — I did. 

4363. When you first arrived there did you see the note 
left by your brother for you? — Yes, I did. 

4364. That is Annex “ 1 ”. Did you write upon that 
“ I will draft a telegram ”? — Yes, I did. 

4365. When did you write that, do you remember? — 
1 think as soon as I saw it. 

4366. There was nothing new in this message left for 
you by your brother? It was only information that he 
had already given you in Scotland? — I think it was, the 
reminder which 1 asked him to give me. 

4367. It may be the reminder, but it is what he told 
you in Scotland, is it not? — Yes. 

4368. Then did you settle down and start drafting a 
telegram?—] wrote the letter I think, first. 

4369. By yourself? — By myself. 

4370. Now perhaps it will be convenient to look at the 

letter. You refer in the first paragraph to your time in 
Scotland, and then : “ But L returned to a very depressed 
City.” Had you seen anyone in the City when you started 
writing that?— No. But I had read 

4371. Were you at your office at 8.45 in the morning? 
—Yes, I was, but I had read the papers. 

4372. That was based purely on newspaper reports, was 
it?— No, I think that one got the atmosphere of the 
public’s depression about the financial position, without 
necessarily going and seeing a lot of people. 

4373. 1 quite agree. But all 1 am trying to ascertain is 
this, whether, when you drafted this letter which was 
subsequently typed, you had seen anyone of importance 
in your office that morning? — No, I had not seen anybody. 

4374. That is all I was trying to ascertain. So we know 
that you were basing this either on letters that you had 
yourself received, oc conversations you had with various 
people, but not upon advice given you by your business 
associates in Mathesons? — No. 

4375. *’ 1 believe the trade figures are dreadful, and one 
hears on all sides ugly rumours about devaluation.” That 
was general gossip, was it? — Yes. 

4376. “John tells me you arc asking for a cable about 
our views on devaluation, and especially about the merits 
of selling Gills. That is not easy and, whatever view one 
lakes, one is apt to be wrong. I shall telegraph you to-day. 
Personally, 1 do not believe the Chancellor dare devalue, 
and therefore he will resort to all measures before so 
doing." What did you mean the phrase “ all measures ” 
to comprehend? — What did I mean to convey, or what 
did I think? 

4377. What did you mean the phrase “ all measures ” 
to include? — Increase of the squeeze, freezing of dollars, 
control of exchange — do you want me to go on? 

4378. And increase in the Bank rate? — Certainly. 1 
do not think you can exclude one without the other. 

4379. One must deal with this by stages. You had, at 
that time, received the letter from the Deputy Governor 
indicating to you that the possibility of a Bank rate in- 
crease was under consideration? — Yes. 

4380. And here you were writing to Mr. Hugh Barton 
saying that your belief was that the Chancellor would 
resort to all measures before devaluing? — Yes. 

4381. So that you were telling him that it was your 
belief that he would resort to an increase of the Bank 
rate? — No I was not. I do not think that you can deduct 
that from . . . 

4382. I had not finished the sentence: that he would 
resort to an increase of the Bank rate rather than de- 
valuation? — l think he would have done, yes. 

4383. That was your belief, was it not? — Yes. 

4384. That is what you were tolling Mr. Barton? — 1 
was not telling him that, I was saying “ all measures ”. 

4385. Yes, and that includes an increase of the Bank 
rate?— Of course. 

4386. And you were saying to Mr. Barton— I am trying 
to paraphrase it and I hope I do so fairly — “ among other 
things .it is my belief that the Chancellor will put up the 
Bank rate if he has to. rather than devalue? ’’—Well, is 
that quite fair? Because you are trying to make me say 
'that I told Barton in this letter that I thought (the 
Chancellor would put up the Bank rale which I did not. 
That is far from right. 

Chairman-. I am sure that the Attorney is not intend- 
ing to make you say anything of that sort. He is draw- 
ing attention 'to something, which I confess strikes me, 
and that is the very difficult position which a director of a 
company who is also a director of the Bank of England 
is in. 

4387. The Attorney-General : I am not in the least 
trying to be unfair to you, but T am trying to draw your 

E 3 
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attention to the language which you used and how it 
might be understood. When you said “ I do not believe 
the Chancellor dare devalue and therefore he will resort 
to all measures before so doing ”, you were in fact saying : 
•‘The Chancellor will do everything possible to avoid 
devaluation ” were you not?— I would say Yes. 

4388. I do not think we are really at cross-purposes 
on this and you are saying to him, without mentioning 
any specific measures that “ he will use all the weapons 
in his armoury if necessary? ” — I am saying that. 

4389. And of course you know, and Mr. Barton would 
know, that one weapon in the armoury, and a powerful 
one, was the Bank rate?— Yes, but I do not deduct from 
that that I was recommending, or telling Barton, that there 
was a possibility of Bank rate. 

4390. Do you not?— Perhaps I am splitting hairs, but I 

do not want to be pushed into a position by this, I think 
very careful, wording of mine, that there was an indica- 
tion there that there was anything to do with the Bank 
rate. . ,. 

4391. Do you say that that sentence was not an indica- 

tion of anything to do with Bank rate? — I think that if 
you asked a hundred people what that sentence meant, I 
do not believe that ninety-nine would say immediately 
“ He is referring to the Bank rate.” ... , 

4392. Of course you are in a particularly difficult 

position as a director of the Bank of England?— I am 
indeed. . , u T 

4393. I mean if my learned friend wrote and said: 1 

believe the Chancellor will take all measures necessary’” 
it might not be thought to be a hint that the Bank rate 
was going up? — I should not have thought so myself. 

4394. But if that kind of thing is said by a director 
of the Bank of England, it might be taken as a hint, might 
it not? Do you see that possibility? — I do not myself 
see that possibility. 

4395. We will see how Mr. Barton took your telegram 

in a few moments? — Yes. ... 

4396. But then you went on to say : “ and it looks to 

me as if money will be tighter.” And you recommend 
liquidity?— Yes. , , . , 

4397. I need not read the whole of this letter which 
has been read so many times? — I think it is very im- 
portant, the letter. 

4398. I beg your pardon?— I think this letter is very 
important. 

4399. I entirely agree. It has been read to the Tribunal 
and the Tribunal have copies of it. It is a letter you sent. 

Mr. Megaw : Is it not fair, my Lord, if the witness 
wishes the whole of it to be referred to that it should be 
referred to at this stage? 

Chairman : I am not certain. Mr. Attorney has read 
two paragraphs verbatim and has then broken off to cross- 
examine, and I imagine he is going to continue with the 
letter. 

Witness : I am sorry. It is my fault. I thought you 
said— and I do apologise— “ It is not necessary to read 
any more.” 

4400. The Attorney-General : It is not, for the purpose 
of cross-examination, and that is what I am doing now? — 
I hope I am not being in any way discourteous. That 
is what I am trying to say. 

4401. But you will appreciate that I took the greatest 

care to read out all these letters and to take you fully 
through your statement? Yes, indeed. 

4402. What I am coming to on this is, you were writing 
this letter on the morning of the 16th before you had seen 
anyone?— Yes, before I had seen anybody. 

4403. In your office? — Yes. 

4404. With, if I may summarise it, three salient pieces 
of information in your mind: one, the letter from the 
Deputy Governor, two, your brother’s conversation? — 
Yes. 

4405. And three, the letter of the 3rd September from 
Mr. Barton?— Yes. May I add that I particularly wanted 
to write this letter before I saw anybody else. 

4406. Certainly, and you can say why, if you want to? 
— Because one wants to be absolutely independent when 
one expresses any opinion in response to a request for 
advice on those sort of matters. 

4407. Having written the letter, did you draft a tele- 
gram? — I did. 

4408. Was the telegram meant to be a summary of what 
was contained in the letter? — I would say Yes. 

4409. So let us turn to the telegram. I am quite 
content, if you like, to read again the whole of the letter? 
— No. we may come to the points later. 

4410. I think we may. I think we can probably pass 
from the letter, because there is no doubt in your mind 



—and I accept it from you— that that oould not have got 
to Hongkong by . _ . . 

Chairman : Mr. Attorney, you know, in fairness to the 
witness I think having referred to “all measures you 
ought to read the next paragraph where he is very 
particular not to identify them. It is safer, I think. ^ 

4411. The Attorney-General: Of course, my Lord. The 
speculative pressure against sterling is very severe indeed. 
It seems a-heads-I-win-tails-you-Iose bet for the sellers of 
Sterling short, and I do not see how they can be stopped. 
What measures the Government will take to check infla- 
tion, which is rampant, and to protect the Pound I do not 
know. I am certain, however, that the Credit Squeeze will 
go on and it looks to me as if money will get tighter.”? 
—Yes, I think that is a very important paragraph, if 
I may say so. 

4412. “Consequently, it must be right policy to keep 
as liquid as possible, both the Firm itself and the Com- 
panies.”? — Yes. 

4413. I asked you earlier on as to the possible meanings 
of the phrase “ money will get tighter.”? — You want me 

4414. No, I just remind you that I did ask you about 
it?— Yes. 

4415. I was tunning to the telegram, because there is 
no doubt, is there, that the telegram did get to Mr. 
Barton before instructions were sent by him to you to 
sell?— Yes. 

4416. So that really in this case although the letter is 
very important as perhaps throwing a light on the tele- 
gram, the telegram is the vital document? — Yes. 

4417. That ds why I was perhaps taking the letter a 
little shortly? — I quite see, and there is no doubt that 
Mr. Barton took “tighter money” in one of the ways 
which you I think, would advocate that I should have 
taken it. 

4418. Then let us take first the draft telegram. Was the 
telegram drafted after you had drafted the letter? — I am 
almost sure of that ; yes, I am certain that was the 
sequence. 

4419. Have you got the draft in front of you? — Yes. 

4420. There is something written right along the top 
on the photostat which I find it difficult to decipher, 
except that I see the word “ John ” written in very heavily 
over something which has already been scored out? — Yes, 
I can tell you exactly. 

4421. And “ 1. See my note to Hugh. 2. Suggest this 
telegram? ”? — Cain I explain it to you? 

4422. Yes, certainly, that is why I am drawing your 
attention to it, because we have not had it from anybody 
else, and dt is in your handwriting, ds it not? — Yes, it is. 

4423. Obviously you are the best person to deal with 

it? — Yes. Shall we look at the scratched bit first? That 
is “Confidential, repeat confidential,” as far as I can 
remember. I think you can deduct that from 

4424. I see something that looks like “ repeat confiden- 
tial.”? — I am sure that is so, and the reason that I 
scratched that out was this. If one makes too much fuss 
about something being very confidential, one almost draws 
attention to it. Now as for “ John ”, you will see my 
note written at the top: “John” then “ 1. See my p.p. 
to Hugh ” and “ 2. I suggest this telegram.” That is what 
you asked me to explain. 

4425. Then you did regard this as a most important 
telegram? — I did regard it as a very important telegram 
and a very difficult telegram for myself to send. 

4426. Just tell me when it was that you wrote the 

words: “John” and “ 1. See my note” and “2. Suggest 
this telegram.”? — After I drafted the 

4427. Immediately after, or half an hour after, or after 
you had conversations with people? — I think it must have 
been after I discussed it with the others. 

4428. After you had discussed it with the others? — Yes. 

4429. That ds what one would have thought? — I think so. 

4430. Having drafted the telegram and the letter did 
you send for Mr. Young to come into your room? — I 
think I had the telegram in the left hand. I walked into 
Mr. Flint’s room .and began talking to them, and then 
I went back to my room and sent for Mr. Young, and the 
others came in afterwards. 

4431. The others being Mr. Reid and Mr. Flint? — Yes. 

4432. When you were in Mr. Flint’s room did you have 
any discussion so far as you can recollect, about either 
the telegram or this letter? — Not about the letter. 1 
certainly had it in my hand. I certainly started the con- 
versation by saying: “I think the situation is very 
serious, and I think I must send a telegram out to Barton 
in response.” Then whether the full conversation was in 
Flint’s room or my room — and if you know the geography 
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it is just through a door, which side of that door, I mean 
I am not quite sure. 

4433. I know you are being asked to recall a lot of 
detail about matters which at that particular time had no 
reason to impress themselves upon your mind? — No, not 
the detail of the conversation. 

4434. But I must get what I can in the way of informa- 
tion from you. I did want to get from you, Mr. Keswick, 
your version of the discussion that then took place. You 
have said it in your statement. Did you discuss the 
general financial situation with those people? — Yes, I did. 

4435. How bad it was? — Yes. 

4436. About the pressure on the pound? — Yes. 

4437. The rumours of devaluation? — Yes. 

4438. Did you go on ,to consider with them what were 
the likely steps that were going to be taken about the 
situation? — No, 1 did not. 

4439. Did you all agree that it could not be left as it 
was? — I do not think we talked about rumours or how 
it could be left. 

4440. Or possible things that can happen in the next 
few days of any kind? — No. 

4441. No suggestions at all? — No. 

4442. 1 quite appreciate your position? — No, doubly no. 

4443. Are you saying that none of the others said 
anything about that? — No. 

4444. Did you ask their agreement to this telegram? — 

I do not want in any way to be rude to them, but my 
telegram I would not get their approval on, but I dis- 
cussed it with them. I do not know whether I have given 
you the exact position of this 

4445. I am not sure I understand what was the object 
of this interview? — The object of the interview was, was 
this a clear telegram, was it a fair telegram, and was it 
reasonable to send such a telegram in the present situation. 

4446. Now that third question might lead, might it not, 
to someone saying something on these lines, "Yes, 1 
think that is reasonable to send now because obviously 
someone has got to do something about this situation, 
and that will not be pleasant”? — I do not think that is 
what they thought. That is the point. You arc trying 
to make me say that, but that is not so. 

4447. Nothing of that kind you say? — No. 

4448. Can you say how the words “ majority of ” came 
to be inserted? — That is, I think, my own fault, those 
words “ majority of ” which we have heard a lot about. 

I find it very difficult to explain it except this, that you 
will remember I had always played the role of trying to 
damp down Barton from selling his gilt-edged because we 
are a British company and T hoped that instead of clearing 
out of the lot he would cling to a little. But that was 
probably a stupid thought, and that' is the reason why 1 
have put in “ the majority.” May I go on on “ the 
majority ”? Obviously, or it seemed to me, my Lord, that 
you were absolutely right the other day when you said it 
was repetition ; I am not sure that you said it, but it was 
said that it was a repetition of “ the majority ” in the 
telegram coming back. I do not think myself there is 
anything significant in “ the majority ”. I wrote it myself. 

(Adjourned for a short time.) 

4449. The Attorney-General : Just before the adjourn- 
ment we were dealing wiiitlh the draft of the telegram? — 
Yes. 

4450. I think before you went out to lunch that day, 
you sent that telegram, did you, to be coded — or did you 
keep the draft until the following day when it was sent 
off before it was coded? — 1 think it was coded the follow- 
ing day. 

4451. 1 want to come back to the letter of the 16th 
September, because, I fear, in an endeavour to save time 
I perhaps went a little too fast in relation to that. I 
want to ask you a question or two more about that, if 
I may. You said that you regarded the paragraph begin- 
ning “ What measures ” as a very important paragraph ; 
do you remember? — I do. I thought it was important 
not to omit it. 

4452. I do not want to omit it, but I think in passing 
on I omitted to draw your attention to another paragraph 
which was also important Let us look together at that 
paragraph. It says : “ What measures the Government 
will take to check inflation, which is rampant, and to 
protect the pound, I do not know ”? — Yes. 

4453. “ I am certain, however, that the Credit Squeeze 
will go on and it looks to me as if money will get tighter? 
—Yes. 

30671 



4454. You are there dealing, are you not, with the credit 
squeeze as a distinct thing from the money getting tighter? 
— No, I do not think so. 

4455. You do not think so? — No. 

4456. You mean money would gel tighter, purely ag a 
result of the credit squeeze?— If there is a credit squeeze, 
I think money would be more difficult to get. 

4457. Is that what you meant? — That is what I meant. 

4458. Just look at the last paragraph starting on that 
page : “ Now as to gilt-edged. 1 know your fears in 
holding them and, in view of the importance of being 
liquid during the time of Credit Squeeze and dear money, 
perhaps the time has come to sell.” Do you see you are 
there referring to dear money? — Yes. 

4459. In the paragraph preceding that, you say the 
credit squeeze will go on and it looks as if money will 
got tighter? — Yes. 

4460. Here again you are referring to the credit squeeze, 
but this time not “ tighter money ” but “ dear money ”? — 
Yes. 

4461. Docs that .not refresh your memory as to what 
you meant? — No. 

4462. When you used the words “tighter money”? — 
No. I feel very specific about this. Interest was at 5 per 
cent. 

4463. What did you mean by “dear money’’? — I meant 
this. We arc talking about the present there, are we not? 
—or at least I am. “ I know your fears about devalua- 
tion, and in view of the importance of being liquid during 
•the period of credit squeeze and dear money . . 

4464. A little before that you had been talking about 
the future, had you not? — Yes. 

4465. And is It partly basing yourself on your estimate 
of what is going to happen in the future that you say, 
that the time has come to sell, is it not? — Yes. 

4466. So when you were writing the paragraph : “ Now 
as to gilt-edged . . .” you were looking to the future 
as well as the present, were you not? — Yes, I was. 

4467. During the next three months — you talk about 
not investing for three months — 'they were to keep the 
proceeds of sale in cash? — Yes. 

4468. Because you were looking to the future? — Yes. 

4469. Has “ dear money ” any relation to interest rates? 
— “ Dear money ” yes, has relation. 

4470. May 1 oome to your lunch with the Deputy 
Governor. When had that been arranged? — I do not 
know whether it was arranged or not, but I generally 
lunch on Mondays, and I am not sure whether I got a 
message to see him or not. 

4471. Did you know that morning that you were going 
to the Bank for lunch? — I knew that morning that 1 was 
going to the Bank for lunch. 

4472. Did you know that you were going for lunch 
when you were drafting this telegram and this letter? — 
Yes. I very much wanted to do it before I went to the 
Bank. 

4473. You gave instructions that toe letter should be 
posted, before you went to the Bank? — Yes, because I 
was not going back in toe afternoon. 

4474. You were told then, at your lunch at the Bank, 
that talks were going on and that there was a possibility 
of a swingeing rise in interest rates? — Yes. 

4475. It was obvious to you at lunch that day, that the 
situation was regarded as very serious at the Bank? — 
It was. 

4476. And if there was to be any rise in the Bank rate, 
you would have expected it to be taking place on the 
following Thursday? — I would not necessarily expect it, 
but — yes, I think that is fair ; yes possibly yes. The con- 
versation was still in a very nebulous — not nebulous but 
very tentative stage. 

4477. Nebulous in toe sense that nothing had been 
decided? — Nothing had been decided. 

4478. On toe 4to September you know that a rise in the 
Bank rale was being considered as a possibility? — 
Amongst other things, yes. 

4479. And no rise had taken place between toe 4th and 
16to?— No. 

4480. Than on toe 16th you are told about toe possi- 
bility of a swingeing rise in interest rates? — Correct. 

4481. It must have entered your mind, must it not, 
•that if that was going to happen, it might happen on the 
following Thursday? — It might, yes. 

4482. And if toe situation was really serious ? — The 

situation was certainly serious. 

4483. but it might not be possible to defer that 

stage till the subsequent Thursday? — No, I cannot agree 
there. 

E4 . 
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4484. At any rate, you regarded it as a serious 
possibility, after that lunch, that the Bank rate would be 
raised on the Thursday? — No, I think no. I knew on 
that Monday that discussions had been going on about 
the Bank rate, but I did not knew that— I have forgotten 
how you put it — it was going to be a possibility that it 
would be that coming Thursday. 

4485. You knew that discussion had been going on for 
a long time, and that the situation was very serious? — 
The situation was serious throughout the whole of that 
time. 

4486. And getting worse? — In my opinion, getting 
worse. 

4487. I am merely putting this to you : did you not as 
a result of that lunch regard it as a possibility that the 
Bank rate would be raised on the Thursday? — It must 
have gone through my head that it was possible that 
Thursday or the following Thursday. 

4488. And the more serious the situation, the more 
likelihood for immediate action rather than deferred 
action? — I think that depended entirely on the politicians 
at that time. That is what would be my guess. 

4489. Whether or not it depended on politicians, would 
you not agree that the more serious the situation, the 
greater the need for prompt action? — One should say yes. 

4490. And as the situation was obviously regarded as 
very serious, did you really not consider that there was a 
serious possibility of the Bank rate being raised on the 
Thursday?— Actually I did not. I think in my folly I 
did not. I thought there would have been quite different 
measures. 

4491. When would the letter which you signed before 
lunch on that day have been posted in the normal course 
of events? — That would be posted with the Hong Kong 
mail at the end of the day. 

4492. So it was right that you could after that lunch, 
if you so wished, to have given instructions for that letter 
not to be sent? — Physically possible. 

4493. It would not have left your office until some 
hours after you had your lunoh? — Yes. 

4494. Did you say anything to the Deputy Governor 

at that lunch ? — No, I did not. 

4495. I had not finished the question. You were per- 
haps anticipating. I was wondering whether you had 
said anything to him at that lunch about the difficulty of 
your position, being asked by Mr. Barton to advise as to 
the course Mr. Barton should. pursue with regard to gilt- 
edged? — No, I did not. 

4496. It was very present to your mind, no doubt? — 
Was it close to my mind? 

4497. It was very present to your mind, was it not? — 
What? 

4498. The difficulty of your personal position? — The 
difficulty of my personal position was very difficult. 

4499. Was what? — Very difficult. 

4500. Was present to your mind? — Was present to my 
mind. 

4501. Why did you not then mention it to the Deputy 
Governor at lunoh? — Because I took great trouble to give 
my opinion before I went to see the Deputy Governor. 
It is perhaps hypothetical, but you are almost putting a 
hypothetical question to me. It is this: supposing I did 
what you suggest I might have done which was to tell 
the Deputy Governor my position was very difficult. I 
had written a letter, I had given my recommendation. 
What could the Deputy Governor have told me? 

4502. I do not know, but I would like to make this 
clear. I am not seeking to suggest things. I am trying 
to find out the reasons that lay behind your actions and 
to ascertain facts? — I am trying to tell you. 

4503. I hope that is clear? — Absolutely. This was a 
very difficult position: should you tell the Deputy 
Governor or should you not? If you do, does it make it 
more embarrassing for him or less? I had taken my 
decision and had written it before I went to see him. 

4504. Did that difficult question enter your mind that 
morning, as to whether you should tell him or not?— 
Most certainly. 

4505. And you carefully considered it? — Certainly. 

4506. And of course you had taken your decision with 
knowledge of what he had written to you on the 3rd 
September? — Yes. 

4507. That made it more difficult still, did it not? — I 
do not think so. Can I tell you my attitude io that? 

4508. Certainly? — When I wrote that letter, I had to 
ask myself two questions : one, what was the objective of 
the Deputy Governor writing to me a manuscript letter 
which you know about. It certainly was not to ask advice 
or consultation, because he said : “ Destroy it. I do not 
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want an answer.” It is inconceivable to me that he. was 
giving me a tip, because he wrote the same letter, I believe, 
or similar letters to other directors, and a copy was kept 
in spite of being asked to destroy it. I cannot believe that 
he wished — and I can only put it in this way — to put me 
in baulk, so that I could have no freedom of action what- 
soever, so I took it at its face value in the simplest way 
that it was a courtesy letter to a fellow director, telling 
me about the situation, that remedies were being con- 
sidered, that the Governor was away, and there was no 
need for me to return. That is what I thought the ob- 
jective of that letter to me was. That is the first 
consideration I had to make, and that is what I did. The 
second is: should I, or should I not be influenced by 
that letter? My decision, right or wrong, was this that 
he wrote to me on the 3rd and I went to London on the 
16th — badgered by requests and talks with my brother 
about whether we should sell, or whether we should not 
sell — and at that time I decided, rightly or wrongly, that 
I had not had any more communications from the Deputy 
Governor that the news was stale, written on the 3rd 
(I took my decision on the 16lh) it was unconfirmed and 
tentative. I also could not at that time, go to the Deputy 
Governor and say: “What is the position, because I 
want to advise my colleague whether to sell or not to 
sell”. It would have put him, I believe, in a most im- 
possible situation. .Nor could I, at that time, have written 
to Barton and said: “I cannot advise you.” So I took 
the action that you all know about, and those are the 
reasons for my taking them. If I had to do it again, I 
would not act differently in any way. 

4509. Thank you, Mr. Keswick. .May I ask you this: 
if you had taken your decision effectively before lunch 
and if you had not received any communications from 
the Bank since the beginning of September you would not 
have been in any personal difficulty about advising Mr. 
Barton. I follow that? — If I had not received anything 
on the 3rd. 

4510. Yes? — Certainly not. 

4511. The difficulty here is this, is it not — we must face 
it because I want your answer to this: you took your 
decision effectively by giving instructions for the letter 
to be posted before you went to lunch? — I did. 

4512. You did not take your decision effectively with 
regard to the telegram, because that was not sent off until 
the Tuesday morning. That is a fact? — That is a fact. 

4513. And that meant a further instruction being given 
by you after your lunch before that telegram was sent? — 
Right. 

4514. That is a matter that we must, I am afraid, go 
into a little together. I think it is my duty to put this 
question to you : If as a result of that lunch you had been 
told in conversation with the Deputy Governor that there 
was not going to be any rise in the Bank rate you could 
have stopped that telegram going? — No, but he did not 
say that. 

4515. No, I know he did not? — I could have stopped 
the telegram at any time, but, sir, let me put this point: 
in so doing I would have been going on some information 
which I had no right to do or to alter. 

4516. You could after your lunch have sent a telegram 
to Mr. Barton something on these lines ; “ On second 
thoughts ignore the advice contained in my letter which 
I have sent to you dated 16th ”? — I could have done, but 
I think it would have been dishonest to Barton and dis- 
honest to use some information which you have been 
given secretly, to take that action. 

4517. I entirely agree with your observations as to the 
nature of that conduct if that had happened. But, you 
see, that brings us to this, does it not, as to the reality 
of the grounds for delaying .the despatch of that telegram. 
Let us see what the position was with regard to that. 
You had seen your brother on the 13 th, you had discussed 
this matter with him? — Yes. 

4518. You had agreed to recommend that gilts should 
be sold. Had anything happened publicly which would 
lead you to suppose that your brother’s opinion might 
have altered between the 13th and 16th? — No. 

4519. You had discussed this telegram with the othei 
Directors as well? — I had. 

4520. You knew your brother’s views? — I knew my 
brother’s views. 

4521. What was the object of deferring this telegram 
until your brother got back to London? — Because on 
important matters like that we always show each other 
the various telegrams which we send out and as I expected 
him to come that day I wrote on the draft that he should 
see it and to see my letter. 
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4522. You wrote that on the 16th? — Wrote that on 
the 16 th. 

4523. You say you were not in your office on the after- 
noon of the 1 6th?— No. I did not go back to the City 
after seeing the Deputy Governor. 

4524. You had written to your brother saying that you 
would sec him in your offices on that Monday? — I had. 

4525. Had you had the slightest intimation from him 
that he was not going to be there? — None at all. 

4526. When he did not arrive on the Monday did you 
make any enquiries as to what had happened to him? — 
No, I did not. 

4527. Did you cause your office to telephone to see if 
any accident had occurred? — No, I did not. 

4528. You knew where your brother was staying? — I 
knew where my brother was staying, yes. 

4529. He was on the telephone? — He was on the tele- 
phone. 

4530. Did you put through a telephone call any time 
that day to find out what had happened to him? — No, cer- 
tainly not. 

4531. You knew he had not been on the Sunday night 
train which you had travelled on? — I did not travel on 
the Sunday night train. 

4532. I am sorry, I made a mistake : you travelled down 
by car on the Sunday? — Yes. 

4533. But you made no enquiries?- -No, I did not. 

4534. And your office did not? — No, they did not. 

4535. Does your brother frequently play truant or was 
this a unique experience?-— He does not frequently play 
truant, but sometimes either of us may be away from the 
office. We do not make a great point of telling each 
other. 

4536. But here the situation was a little different, was 
it not? — You had written to him before he came to Scot- 
land saying “We will meet on Monday in the office”. 
Then you had seen him in Scotland, you had been shoot- 
ing together? — Yes. 

4537. You discussed the very matters which you had 
previously anticipated discussing in London on the Mon- 
day? — Yes. 

4538. And when Monday comes without a word to you, 
he is not there? — That is true. 

4539. Did not that surprise you? — No, it did not. 

4540. Had you any reason to suppose he, would not be 
there? — T had no reason to suppose he should not be 
there. 

4541. Now we come to the next morning, the Tuesday. 
You go to the office and he is not there. Did you make 
any enquiries as to the reasons? — I did enquire why he 
was not there then. 

4542. And no-one was able to tell you?— I asked my 
secretary “ Is my brother in”? She said “No”. I think 
that was the state of my enquiry. 

4543. Did you ask “Does anyone know when he is 
coming”? — I do not think I did. I told them to send 
the telegram. 

4544. But you knew your brother would come in some 
lime that week, did you not? — I hoped he would, yes. 

4545. But why did you not then, before sending the 
telegram, if you wanted to consult with your brother, try 
and find out when he was going to come in? — Because 
I knew his views. 

4546. Then if you knew his views why defer the despatch 
of this telegram?— Because our invariable rule is that 
however well I may know my brother’s views or he mine, 
when you make a draft, just as I consulted those other 
two and got the details from the third, I would naturally 
discuss that draft with my brother. 

4547. At what time of day did you give instructions 
that this telegram should be sent?— I think it was 11 
o’clock. 

4548. You did not know whether your brother might 
arrive in the office at 12, 1, 2, 3 or 4 o’clock? — I did not, 
no. When he had not turned up by 11 I thought he must 
be coming by car and therefore would not be in. 

4549. But you made no enquiry at all?— No, I did not. 

4550. The last communication you had from Mr. Barton 
on this subject was the 5th September? — Yes. 

4551. It was now the 17th?— Yes. 

4552. Apart from the possibility of the Bank rate being 
raised on Thursday would it have mattered if the telegram 
had been delayed a further day?— I do not think it would 
have mattered but if you remember the circumstances of 
the situation at that time and the request was “What 
about devaluation? ”, and I should have thought we were 
very near devaluation, therefore it did matter. 

4553. Mr. Barton had written that he did not want to 
“miss the bus”? — Yes. 

30671 



4554. You are familiar with the time it takes telegrams 
to get to and from Hong Kong, 1 suppose? — Yes. 

4555. Sending that leiegram oil at 11 o’clock on the 
Tuesday was sending it on, was at not, at about me last 
moment if it was to reach Hong Kong, be considered in 
Hong Kong and have a repiy sent to you Lolling you to 
sell and for the sale to be effective belore Thursday? — 
No, 1 think they have gone at any time up to 5 o’clock 
our time, which would have got there tne same night 
and would have been on Inis desk at 9 o’clock the following 
morning. 

4556. I take that from you; you are more familiar 
with the times than 1 am? — 1 think that is correct. 

4557. But it would have to be sent that day? — It would 
have to be sent that day. 

4558. And you assumed when your brother was not 
there by 1 1 that he would not be in that day? — 1 assumed 
he would not be in, yes. 

4559. When you sent that telegram had you considered 
that point? — That my brother would not be in? 

4560. No, about the opportunity of dealing, if they 
wished, before the Thursday? — No, I had not. 

4561. It never entered your mind? — No, it did not. 

4562. In fact, sending that telegram did give them the 
opportunity of dealing before the Thursday? — Certainly. 

4563. And you had in mind Mr. Barton’s phrase that 
he did not want to “ miss the bus with the firm’s gilts ”? — 
My belief about that is this: Barton for a year or more 
had wanted to depart from sterling and depart from gilts. 

I think it was in February that he asked my advice and 
wanted to get out then. I advised him against it then. 
He was right, I was wrong. That is what he meant by not 
wanting to “miss the bus”. 

4564. You sec, if it was so important on Monday that this 
telegram should not be sent until your brother had seen 
it, in what way had the situation so changed by Tuesday 
morning that it had ceased to be so important that your 
brother should see the telegram before it was sent? — 1 am 
certain that I if I had been in the office on Monday 
afternoon that telegram would have gone. 

4565. The question remains: if it was so important 
before you had your lunch with the Deputy Governor that 
the despatch of the telegram should be deferred until 
after you had seen your brother, what event occurred by 
that afternoon or by the next morning which negatived 
the importance of your brother seeing it? — It was not 
important that he should see it, but it was our invariable 
custom that he would have seen a telegram of that sort. 
If I had been in the office on the Monday afternon and 
he was not there, there is no doubt in my mind that 
telegram would have gone off, and when he was not there 
on the Tuesday morning it did go. 

4566. But that makes it perhaps a little harder to 
understand why the detailed letter was sent off without 
your brother seeing it. It was an important letter, was it 
not? — It was an important letter. 

4567. Why the detailed letter was sent off but not the 
telegram before the lunch? — Why was it important? 

4568. That makes it a little difficult to understand? — 

I do not think so. It was my letter ; I was not coming back 
that day ; I wanted to get it off before I had any further 
communication with the Bank of England. 

4569. But not the telegram? — Once the letter had gone 
T was committed to an opinion. 

4570. But we sometimes can change our opinions, can 
we not? — We can. 

4571. If you had been so minded — leave on one side 
all this question of a lunch and just- suppose that you had 
written a letter to Mr. Barton and on further consideration 
you thought you had expressed the wrong view? — Yes. 

4572. You would not have hesitated to telegraph him 
to say “ Disregard the contents of my letter ”, would you? 
— But that did not happen. 

4573. I am not saying it did in this case, but I am 
putting a hypothetical case? — If you are putting a 
hypothetical case to me, that is possible. 

4574. I know that did not happen in this case, but 
suppose something had happened between .the posting of 
the letter and the despatch of the telegram to make you 
think that the advice you had given him was wrong — 
leave out of account for the moment any confidential 
communication such as the Deputy Governor made to 
you — you would not have thought but to have wired him 
to disregard the letter, would you? — Again you are putting 
a hypothetical case to me? 

4575. I am? — If it is a hypothetical case, I agree with 
you. 

4576. Of course, what happened at the lunch with the 
Deputy Governor confirmed you in the view you were 
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already forming? — He did confirm the view which I had 
formed — he did not confirm the view, what he told me 
confirmed my view. 

4577. I am obliged to you ; that is a more correct way 
of putting it. And consequently that confirmed that the 
advice that you had given was correct and that the tele- 
gram was correct, is not that right? — In my own mind, 
yes, but you are not suggesting that I should have acted 
in any other way having seen the Deputy Governor? 

4578. It is not for me to make suggestions?— But you 
have been making a lot of suggestions. 

4579. I am trying to find out what you would have 
done in certain circumstances and what prompted certain 
actions that you took. We will leave it. The telegram 
goes off and your brother comes back on the 18th. Did 
you instruct Mr. Young to find out what the prices were 
on the 17th? — No, I did not. 

4580. He did that on his own initiative? — He did. 

4581. Having sent the telegram on the 17th, did you 
expect to receive instructions to sell in accordance with 
the advice that you tendered? — I did expect it. 

4582. Did you expect to receive that advice before the 
Thursday? — I did expect to receive the advice before the 
Thursday. 

4583. Thursday your brother got back. Did you have 
any discussion with him then? — Was not he back on 
Wednesday? 

4584. On Wednesday, I am sorry. On the Wednesday 
he was back. Did you have any discussion with him 
then about the letter that you had sent without showing 
him? — I told him that he ought to see both. 

4585. Is that all you said to him about them? — That 
is all I said to him about them. 

4586. Did you say anything to him about his being 
away for two days, when you had not expected it? — -I 
think I probably said “ What have you been doing? Why 
are you so late? ”. 

4587. Did you say anything to him, to the effect “ Why 
were you not here on Monday? You know I expected 
you to be here on Monday.”? — I do not think I did. I 
do not think I talk to my brother like that. 

4588. It may be that you would express it perhaps 
differently from what I have on this occasion? — I think 
I might. 

4589. I am only putting it to you, did you say anything 
to that effect? — No, I did not. 

4590. Did you point out to him that his conduct had 
led to your holding up a cable, an important cable for 
a day? — No, I did not. 

4591. On what you have said to the Tribunal, that is 
the fact, is it not? — That is the fact. 

4592. And you said nothing to him about that? — I did 
not. You will remember that my position then was even 
more difficult than before the telegram. I had seen the 
Deputy Governor by then. 

4593. I fully appreciate that? — And the less I could 
say to anyone about telegram, letter or the whole of this 
subject, in my opinion, was the better. 

4594. But when you look at the draft telegram, you 
contemplated, ddd you not — just look back at the draft 
which is document “H” — that after you had had lunch 
with the Deputy Governor, your brother would see the 
draft telegram and presumably would consult with you 
about it? — No, I do not think so at all. It would have 
gone, — unless he disagreed with it. 

4595. What was the significance of writing on that draft 
telegram “ John. (1) See my note to Hugh. (2) Suggest 
this telegram ”? — “ See my note my p and p to Hugh ” 
was the letter. “ (2) Suggest this telegram ”. 

4596. Does not that mean that you were inviting John 
to express his view upon that telegram? — That, I think, 
is putting too much weight — if I could — I do not know 
how to explain to you this fairly and properly. If one 
drafts a telegram like this, and the physical part is where 
my Lord is sitting, and my brother sits the other side, 
and very often, instead of getting up, one writes a note 
and it goes through to the next person, and that is what 
I did. 

4597. But the point that I am making — and I am afraid 
T may not have made myself clear to you — is this : before 
you went to this lunch, when you wrote on this draft tele- 
gram “John, suggest this telegram” you were con- 
templating a talk with John about this telegram after the 
lunch? — No, I was not. No, because I was not going 
back. 

4598. The next morning would have been after the 
lunch, would it not? — Oh well, I mean the invariable 
practice is that I draft : if he agrees, it is sent ; if he wants 
to hold it up, then of course ... I saw no reason whatso- 



ever for this telegram to be held up, partly because we 
were already in agreement about it, and partly because 
the prices which I quoted, I felt, could easily be realised. 

4599. The difficulty about that is, that if, as you say, 
you saw no reason for this telegram to be held up in view 
of your discussions with your brother, you having not 
held up the letter, why was this telegram held up until 
after you had had lunch with .the Deputy Governor? — 
Why was it? 

4600. Yes? — Because my brother did not come in. 

4601. Did you ask whether he was in that morning 
before you went to lunch? — I can see whether he is in or 
not. 

4602. Why did you regard this telegram as so particu- 
larly confidential — “ Confidential repeat confidential ”?— 
That was my first thought. I think I said, explained this 
morning, if you draw too much attention to something, 
I believe it makes people suspicious, and therefore a hint. 

4603. That was your explanation for striking those 
words out? — Yes, I did. 

4604. But the question I asked you was, why did you 
regard this telegram as particularly confidential? — Be- 
cause I am a director of the Bank of England, and I think 
that any time, any moment of the day, if you are asked 
an opinion about devaluation, gilts, or any other form of 
information or opinion, a director of the Bank of England 
is in a very, very difficult position and, therefore, I think 
the maximum care should be taken. 

4605. About what? About secrecy to be attached to any 
advice he gives?— iMay I say this, with all humility. If it 
could have been said in Hong Kong that Keswick, a 
director of the Bank of England, either thinks there will 
be devaluation or not devaluation — I do not like putting 
it into words — I think it would have carried weight. I 
particularly did not want, in any way, that that should 
happen. 

4606. But not have any effect if you told your other 
directors the same? — Did it ... ? 

4607. But do you think it would not have any effect if 
you disclosed the same view to your other directors? — 
This was to Hong Kong. 

4608. I know, but you had disclosed your view on this 
to your other directors, had you not? — Yes, but I think 
it is a very different thing, people talking about devalua- 
tion in London and for somebody in Hong Kong to say 
“I have had a telegram from Keswick, and he thinks 
so-and-so.” 

4609. There is one other minor point on this to clear it 
up before I leave the telegram. You deleted the words 
“John, see my p. and p. to Hugh ”? — No. 

4610. Who crossed them out? — It is not crossed out, it 
is written on top 

4611. But someone has crossed out, surely ? — No, 

I do not .think it was really, sir. 

4612. Just let me finish, if you would. You see the 
figure “ (1) See my p. and p. to Hugh ”? — Yes. 

4613. And then “(2) Suggest this telegram”? — Yes. 

4614. That is all scratched over, is it not? — No, it is 
written on top. I think if you saw .the original, it would 
be clearer to you. 

4615. Now may I just turn to another matter. You 
have known Mr. Barton for many years, have you not? 
—Oh yes. 

4616. And he knows your mind as well as you know 
his, I expect? — Knows the way I would think, yes. 

4617. And usually interprets the language that you use 
correctly? — I hope so. 

4618. You have seen the statutory declaration that he 
has filed here, have you not? It is B.23? — ( After look- 
ing for the document ) : You are going to refer to tighter 
money? 

4619. He says: "I interpreted the phrase ‘tighter 
money ’ in Mr. Keswick’s cable as meaning higher 
interest rates and a consequent lowering in the price of 
gilt-edged ”? — Yes. 

4620. That is how he interpreted it, and you have no 
reason to doubt that statement? — None. 

4621. Would you agree that the phrase “tighter 
money ” is capable of that interpretation? — It is capable 
of that interpretation. 

4622. Did you realise that when you drafted the tele- 
gram? — No, I did not. If we are talking about minds, 
he has heard me a thousand times talking about the 
tightness of money, and the importance of liquidity. 

4623. We know, do we not, that he got your telegram 
after two board meetings but before the board meeting 
of the Indo-China Steam Navigation Co.? — Yes. 

4624. If you would turn to document M, the minutes 
of that company, page 2, you will find this passage : “ The 
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Chairman then referred to ithe company’s holding of 
£300,000 3 per cent. Savings Bonds 1960/70 and it was 
unanimously agreed that this should be sold at the current 
price of 76 despite the depreciation sustained in view of 
the possibility of higher interest rates in the United 
Kingdom which would force gilt prices still lower.” That 
is in a sense confirmation, is it not, of Mr. Barton’s view? 
— -I would say that that was a direct reflection of what he 
put in his statement. You did iread what he said just 
before in the statement about tighter money. 

4625. Which passage had you in mind? — I am sorry, 
I have not got it, but I know what it is. 

4626. I will read any passage you like. The whole docu- 
ment has been read to ithe Tribunal, you know that? — 
I know it, yes. 

4627. But if there is any passage to which you wish to 
draw attention, please do? — The only point I would like 
to make — I do not know whether you are making it — is 
that the Indo-China only sold because of tighter money. 
I do not think that 'that is so. 

4628. I was not really, quite frankly, directing my mind 
to that? — But it is very apposite, is .it not? 

4629. The point I was going ito direct your attention to, 
if I might — and I think we are agreed upon it — is that 
in fact no instructions were given from Hong Kong — I 
think there is no dispute about this — to carry into effect 
the resolutions of their hoard meetings, that is to say, 
to sell gilt-edged, until after your telegram had been 
received and considered? — That is so. 

4630. And that, I think I am right in saying, according 
to you had the wrong interpretation placed upon it? — If 
you think that 'the Indo-China sold solely because of 
tighter money you are night. If not, then I am right. 

4631. But I was putting this to you, and I am not sure 
you are following. Let me put it another way : You never 
intended Mr. Barton to read your telegram as indicating 
dearer money? — No, I did not. 

4632. His statutory declaration and the minutes of that 
company show he read it that way? — Yes. 

4633. Show he read your telegram 'that way? — Yes ; 
with a little more. I mean, you have got to go on, I 
think ; you cannot finish the sentence there. 

4634. What I am putting to you is merely on the inter- 
pretation of the document you sent. Do you see what I 
mean? — Yes, I do. 

4635. And what I am putting to you is that it is clear 
from what you say that Mr. Barton read that telegram 
in a way which you had never intended? — I do say that. 
Before we leave that, can I say something? 

4636. Yes, certainly? — Barton had been wanting to sell 
gilt-edged for a year. He comes back from his holiday 
on the Monday and takes the decision to sell J arcline’s 
gilt-edged for devaluation, and because of devaluation ; 
so that my telegram was too late for that decision. 

4637. Yes? — I 'think it is possibly fair, but cannot be 
established yet, whether he took the decision to sell the 
insurance on the Monday or .the Tuesday, but it was only 
a continuation of selling. Now, the Indo-China chair- 
man who had already decided to sell — I do not know the 
figure — £600,000 worth, did take my telegram or the 
knowledge of my telegram, and it was a .tippling or 
balancing reason for selling. But could we read what 
Mr. Barton says about the Indo-China meeting. 

4638. Well, Mr. Keswick 

4639. Chairman: Mr. Attorney, and Mr. Keswick, 
what you want read, Mr. Keswick, is paragraph 13, I 
think? — I cannot find it, my Lord. 

4640. The point you are making about it, as I under- 
stand it, is that the Indo-China Steam Navigation Co. 
did not decide to sell beoause rates were going to rise, but 
because they wanted to be in a liquid position? — Yes. 

4641. Having regard to that matter?— Yes, partly. 

4642. In other words, because of tighter money in the 
sense you have been using it?— Yes, but only a part 
reason, I think. You have the chairman thoroughly 
scared of devaluation, an enormous bear of gilt-edged, 
worrying about his financial position and commitments, 
and 'then a telegram oomes expressing a view of tighter 
money, which I quite see some can interpret one and some 
can interpret another way, and there is no doubt that the 
minute says “higher rates”. But without the telegram 
going at all — this is only supposition — I personally believe 
that those shares would have been sold. 

4643. The Attorney-General : Well, without Mr. 

Barton’s evidence we may not be able to know that 
positively. It may well be the case that without any 
communication from you you would have had the same 
instruction?— I think that would have happened. 
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4644. It may well have been the case. What 1 am 
putting to you is merely as to what in fact happened: 
(«) There was a wrong interpretation according to your 
intention of your telegram, and (6) that telegram in fact 
arrived before the board meeting and in fact arrived 
before any instructions were sent to you to sell any gilt- 
edged? — Yes. 

4645. That is all? — But I do not think it was the sole 
reason for selling. 

4646. 1 think you have made that quite clear, and I 

am not suggesting it is a sole reason, but there is no 
doubt it was ? — Contributory. 

4647. Taken into account? — Yes. 

4648. What weight was placed upon it no-one can know 
in the absence of Mr. Barton? — No. 

4649. Now I want if I may to come back to this 
country. I think you said a little time ago that you 
expected to get an answer to that telegram before Thurs- 
day? — Yes, I did. 

4650. And you expected to get instructions to sell in 
accordance with your advice? — I did expect that. 

4651. When you expected that did you attach any par- 
ticular significance to receiving those instructions before 
Thursday? — I did not. 

4652. You got the telegram in your hands between 
2.30 and 2.40?— Yes. 

4653. On the Wednesday? — On the Wednesday. 

4654. Did you immediately give instructions for a 
copy to be given to Mr. Young?— I gave instructions for 
a copy to be given to Mr. Young. 

4655. To whom did you give those instructions? — I 
think my secretary. 

4656. At about what time? — When I returned about 

2 

4657. Can I help you. 2.30 to 2.40 is the time you say 
you saw it? — Yes. 

4658. I am trying to find out at approximately what 
lime you told your secretary? — The same lime. 

4659. Between 2.30 and 2.40? — Yes. 

4660. And you gave your secretary instructions, did 
you not, to toll Mr. Young to sell? 1 am not trying to 
get on to the precise terms of the instructions, but to 
tell him to sell? I think it is paragraph 3 of your first 
statement : “ I then gave instructions for a copy to be 
given to Mr. Harold Young with instructions to sell the 
securities concerned.”? — Yes. I think I probably put on 
that telegram “ and ” his copy. 

4661. I do not think that is on the telegram, is it? — 
No, it is not. 

4662. On a loose slip on the telegram? — No. We have 
many copies. “One for me, this one for Mr. Young, 
and ..." 1 think was how it was done. 

4663. You assumed, having said that, that he would get 
instructions to act within a few minutes of your having 
given them?— Generally, yes. 

4664. Did you know that he was present at a meeting 
then? — I did. 

4665. In your office? — 1 did. 

4666. Did you intend that he should 'be given those 
instructions straight away?— No, I did not. I mean, he 
could go on with 'his meeting and come out and deal 
with this telegram. 

4667. You did not want him to get those instructions 
immediately? — When I repeated you just now, I took 
out the word “ immediately ”. You put “ immediately ” 
to me and I took it out. 

4668. I want to get clear what was in your mind, if 
I can. To make it quite clear, you were not intending, 
when you gave those instructions, that they should be 
acted on immediately? — They could be acted on imme- 
diately, but what I want to take away from our discussion 
is the essence of haste in this which I suspect you are 
not only putting to me but that you want me to say. 

4669. Was it your intention or desire that that document 
should be tak’en in to Mr. Young at this other meeting? — 
No, not the other meeting, of course not. 

4670. Or the meeting .in Mr. Young’s office? — No, in 
the Board Room. 

4671. Was it your intention that he should have it then? 
— When he got out. 

4672. You did not ask him to come and see you about 
it? — I did not ask him to come and see me about it. I 
mean, he would always come and see me about a thing 
like that. 

4673. We know he came to see you when that meeting 
ended at shortly after 3.30 p.m.? — Yes. 

4674. You told him, according to your statement, to 
“deal with it in the ordinary way”? — Yes. 

4675. Is that what you said to him? — Yes. 

E* 2 
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4676. Just like that? — Yes. 

4677. “ Deal with it in the normal way ”? — Yes. 

4678. No other words? — No. I think I told him to 
sell if he could that afternoon ; if not, tomorrow. 

4679. Explain to me if you would what you meant by 
the sentence: “Deal with it in the normal way”? — To 
deal with it in the normal way is, I imagine — no, I know 
— to ring up the brokers and say : “ We have got so much 
to sell” and to sell it. 

4680. Is that all you meant? — That is all I meant, yes. 

4681. Having done that, was it after you had done 
that that you were informed that you were wanted at 
the Bank of England at half -past four? — No, I do not 
know the timing that I was wanted at the Bank of 
England at half-past four. 

4682. When did you first learn that you would be 
wanted at the Bank of England? — That is what I do not 
know but I am sure could be established. 

4683. One other thing about this telegram. The tele- 
gram that you received contained the words : “ Sell at 
your discretion”? — Yes. 

4684. Did you give any indication to Mr. Young as to 
how he was to exercise his discretion? — Well, yes. He 
knew the prices, and he was to sell. 

4685. The cable which you gave him was: “Sell at 
your discretion majority of J. M. & Co. holding”? — Yes. 

4686. Did you leave it to Mr. Young to decide what 
amount should be regarded as the majority of the J. M. & 
Co. holding? — No, I did not. When it came back : “ Sell 
majority ” — it all came out yesterday ; it is a ridiculous 
telegram — I said “sell” was obviously to sell the lot. 
I have already said ad nauseam that this man wanted to 
sell, and I have written that he wanted to sell the lot. 

4687. I was trying to find out what you said to Mr. 
Young? — I told him to sell the whole lot. 

4688. At best? — At best — above, these prices which we 
quoted, and at best the others. May we be clear about 
“ at best ”? 

4689. I would like to be? — So should I. It seemed to 
me listening that there have been sinister questions about 
the “ at best ”. I may be wrong, but may I tell you what 
I think? 

4690. Yes, do? — One of the charming things about the 
City of London is that there are some brokers that you 
can trust. I am sorry, I did not mean that. I apologise 
profusely to anybody I offended. 

4691. I think the innuendo of the observation is exactly 
the opposite of what you intended? — Yes, I know. I 
am very sorry. When we say “ at best ” we mean : “ Will 
you do the best for us and will you get us the best price,” 
and if you trust a broker, as we do — and we are very 
fortunate — you tell him to sell these at best. I think that 
point wants much clearer appreciation than I thought was 
brought die other day, yesterday, when I listened to the 
discussion about it. It does not mean, as I think it has 
been given, the sort of sinister meaning: “Clear out at 
best at any price you can.” 

4692. I am a little puzzled about that, in view of the 
fact that in the draft telegram you struck out the words 
“ at best ”? — I did, of course. Our usual practice is “ at 
best ”, We are “ at best ” people, but if you have got 
'to wire out to a place 10,000 miles away and get it 
back, it is generally better, certainly we have found it, 
to give some indication of what price you think you can 
get and, therefore, get selling orders within that range. 
So, I cut out “ at best ” and put in — and if I may take 
you over the figures at the foot, you see the scratched out 
bit? 

4693. I see the figures? — You see above that? 

4694. I do? — Quotation of prices 

4695. But what I am on is this. I can see quite well 
your saying to a broker : “ Do the best you can for us,” 
but why should you think of telegraphing to Mr. Barton 
suggesting selling J. M. & Co.’s holding at best? — That is 
what I am trying to get to you. The “ at best ” is not : 
“Clear out at whatever you can get.” There was a 
telegram we produced yesterday. You asked did we sell 
any insurance gilt-edged, and it started off from the other 
end: “Sell at best”. What I am trying to assure you 
is that it is quite a common practice in our way of deal- 
ing. I wish some of the brokers I have insulted could 
explain this to you more accurately than I can, but in the 
City of London I assure you “ at best ” is not a clear-out 
price or a hustle. 

4696. Chairman : I do not think that has been sug- 
gested, but there is a difference between instructing 
somebody to sell within limits and instructing them to 
sell at best? — Yes. 
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4697. And I think the point being made is that, despite 
the fact that specific quotations had been given in your 
telegram your instructions to Mr. Young were not to keep 
to those limits but to sell at best? — My Lord, I must 
clear this up. Our limits were very low. I do not know 
whether you see how we arrived at them? 

4698. We see? — So thait anything above that is at best. 

4699. What you did get was above in every case? — 
In every case. I think that is the whole point. 

4700. The Attorney-General : Now I want to come to 
the interview you had with the Deputy Governor that 
afternoon. You do not remember when you first knew that 
you were going to see him. Is it possible for you to find 
that out? — I could probably find out in this room. 

4701. We will leave it for the moment. Do you just 
want a dairy? — I have a diary. It is 4.30 in the entry, 
I think in my secretary’s writing. How long before, I do 
not know. 

4702. You may be able to help me upon this ; if not 
we could possibly look into it. When you gave Mr. 
Young his instructions to sell at best or sell at those 
prices, did you know that you were going to see the 
Deputy Governor that afternoon? — That is what I cannot 
remember, but clearly it can be established. 

4703. I will leave that for the time being. When you 
saw him we know he told you that the Bank rale was going 
up two points?— Yes. 

4704. A swingeing rise in interest rates. Did it come as 
a surprise to you? — I must say it came as a very big 
surprise to me. 

4705. You told him then of the deals which you were 
putting through for Mathesons? — Yes, I did. I told him 
that we had received big selling orders. I may, at that 
moment, have misled him. I think 1 said half-a-million. 
But the principle I declared immediately that we had 
received these selling orders. 

4706. In fact you know now that those selling orders 
had been executed, had they not, before your meeting 
with the Governor was concluded? — Before it was con- 
cluded. 

4707. And you asked his advice as to what you should 
do? — I did indeed. 

4708. And he said : “ Do not cancel the orders ’? — 
He said : “ You cannot cancel the orders.” 

4709. After that had happened, did you see the 
Governor of the Bank of England about this matter on 
the 27th September? — 1 did see the Governor, yes. 

4710. Did you make a statement to him and then initial 
it?— Yes, I did. 

4711. just look at it, will you. There is a mark on the 
copy which has been handed to you, but just ignore that. 
Look at the end of it. It is initialled on this copy 
“ W.J.K. C.F.C.” and dated 27th September?— Yes. 

4712. This was a statement, I imagine, dictated or writ- 
ten down by the Governor of the Bank of England? — 
Yes. 

4713. And initialled by you as a correct statement?— 
Correct. 

4714. Let us see what it says. I will read it through once 
and then I have a few questions to ask you about it. 
“I have today discussed with Mr. Keswick the sales of 
gilt-edged securities on Wednesday, 18th May, on the 
orders of companies of the Matheson Group in Hong- 
kong.” — That should be “ Jardine Matheson.’ 

4715. I think we can take the “ Matheson Group in 
Hongkong ” as meaning “ Jardine Matheson ”. It con- 
tinues : “ When he had been called to the Bank on 
Wednesday 18th afternoon to discuss the question of 
Bank rate with the Deputy Governor he had reported 
that those orders had come in from Hongkong and would 
have been executed in the normal manner. The Deputy 
Governor had concurred that .the proper course for a 
Director of the Bank in these circumstances was to carry 
on exactly as he would have done if he had not had any 
special information. Any other course would arouse, sus- 
picion among his colleagues and in his office. I have 
now discussed the matter in detail with Mr. Keswick and 
have asked him to give me the background to these trans- 
actions. He tells me that the Matheson Group in Hong- 
kong have, for some time, been worried about sterling and 
inclined to sell gilt-edged. They had some time ago drawn 
up plans for investment in dollar securities, and they also 
had other demands on their resources for which realisation 
of their gilt-edged holdings would be necessary. On Mon- 
day, 16th September, Mr. Keswick returned to his office 
from a three-weeks’ holiday in Scotland. He found a note 
left by his brother in the office stating that he had had 
a personal message from Jardine Matheson in Hongkong 
asking for advice about the prospects of devaluation, and 
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as to whether they should sell their gilt-edged holdings. 
At that time Mr. Keswick had not been to the Bank of 
England for three weeks and had no knowledge of dis- 
cussions about a rise in the Bank rate on the following 
Thursday. He immediately wrote a letter, which was 
despatched that day, and drafted a telegram which he had 
left to be seen by his brother and which was despatched 
on the following morning. In this letter and cable he 
slated that he did not anticipate devaluation and that, 
in view of the importance of keeping liquid during a time 
of credit squeeze and dear money, he recommended sale 
of gilt-edged holdings. It was only later on that day, 
when he came over to the Bank, that he had any indica- 
tion that an early Bank rate change was under considera- 
tion. No decision was taken until the Wednesday, two 
days later. The amounts involved are set out in the 
attached note” — and in the attached note you did state 
the amounts involved correctly? — Yes. 

4716. You initialled that, did you? — I did. 

4717. As a correct record of your conversation with 
the Governor of the Bank of England? — Yes. 

4718. I want to ask you this: did you tell the Governor 
of the Bank of England that although you had had no 
indication that an early Bank rate change was under 
consideration before your lunch on the Monday, you had 
received a letter on the 4th September from the Deputy 
Governor warning you about that? — No, I did not tell 
him. 

4719. Did you .make any reference at all to that letter 
when you saw the Governor? — No. 

4720. Did you tell the Governor that you had had an 
opportunity of discussing Mr. Barton’s views and the 
question on which he sought your advice with your 
brother in Scotland? — No, I did not. 

Cross-examined 

4732. I want to ask you one question about your inter- 
view with the Deputy Governor on Wednesday, the 18th, 
when he told you of the proposal to propose an increase 
in the Bank rale on the following day. When he told 
you that, you suggest that you immediately told him about 
the orders you had received from Hong Kong for the sale 
of these gil't-edged investments?-- -Yes. 

4733. Did you mention to him, can you remember, a 
figure?— I know that I did not get the right figure. 

4734. Of course the right figure was something in the 
neighbourhood of a million, I think? — Yes, £800,000 
actual— yes, nominal £1,000,000. 

4735. It may no't be an important .point, but the re- 
collection of the Deputy Governor is that you mentioned 
a figure of over a quarter of a million, which T suppose 
would be something between a quarter of a million and 
half a million?— The figure which I thought I mentioned 
was £500,000, but I did know that the right figure was not 
mentioned. But I do not think it affects the principle. 

4736. Then coming now to your interview with the 
Governor, did you give the Governor copies of any of the 
documents in the case in your file, do you remember? — 

I took my entire file to him. 

4737. And he saw your file? — He saw my file. 

4738. Did that include the draft of the letter which 
you despatched to Mr. Barton and the telegram?— It 
included a copy of the letter, and not the original draft 
but the copy of the telegram as despatched. 



4721. Did you tell him that in Scotland you had both 
really agreed to recommend that gilt-edged should be 
sold? — No, I did not. 

4722. Did you not think that that was material for the 
Governor of the Bank of England to know? — I do not 
think so at all. 

4723. Did you tell him that, you in fact had sent off 
the telegram without your brother seeing it?— No. 

4724. That was the fact, was it not? — It was .the fact. 
I do not think my brother comes into this at all. 

4725. Does he not? Just look at the last three lines: 
“ He immediately wrote a letter which was despatched that 
day, and drafted a telegram which he left to be seen by 
his brother, and which was despatched on the following 
morning ”? — Yes. 

4726. The implication from that might appear to be 
that the telegram was sent off in the ordinary way, having 
been seen by your brother?— 'Well, it would be a very 
unjust implication, and I do not think you can use the 
word “ might ”. 

4727. You see, you do not say that your brother never 
saw the telegram? — This is not my wording. 

4728. But you have initialled it? — Yes, I have. 

4729. As, in substance — I am not trying to pin you to 
actual words — a correct summary or record of your con- 
versation? — It did seem to me a correct summary. 

4730. Did you appreciate then the significance that 
might, rightly or wrongly, be attached to the telegram 
being sent off without your brother having seen it after 
all? — No, I do not think I did at all. 

4731. And the significance that might be attached to the 
fact that you discussed all these matters with your brother 
before you ever decided to defer despatching the tele- 
gram? — No, I do not think so at all. 

by Mr. Cross 

4739. What I am getting at is that the Governor had 
before him those two documents? — He certainly saw my 
telegram and certainly has read that letter. 

4740. Then subsequently is it night to say that the 
Governor asked you whether you had any objection 1o 
his showing the note to the senior members of the Com- 
mittee of Treasury? — No — I agree ; I said Yes, of course. 

4741. And also, if it proved necessary, to his laying the 
facts before the Prime Minister?— Yes, I think he did do 
so. 

4742. And you had not any objection to him taking that 
course if he saw fit? — No, I asked him to do so. 

4743. I do not know if you can remember whether it 
was you who approached the Governor, or the Governor 
or the Deputy Governor who approached you, with regard 
to giving a statement about these transactions, on the 
26th or 27th September?— I repeatedly, I think, to the 
Deputy Governor said: “You have told the Governor, 
have you not, and he knows all about it? If you want 
any facts, please let me know ”. I think actually at lunch 
one day in the Bank, the Governor said: “I think we 
ought to get die full details.” I said : “ All right, I will 
give them to the Deputy Governor ”. Curiously enough, 
he was not in, so I gave them to the Governor that 
afternoon. 

Mr. Cross : Thank you very much for explaining how 
that came about. 



Re-examined 1 

4744. Will you look once again at the draft telegram, 
Annex “ H ”? I think you have been asked in the course 
of today about every alteration, every word that has 
been struck out in .that, except one?— “ Immediately , 

1 ^^Four lines from the bottom of the telegram the 
word “ immediately ” seems to have been written in and 
then struck out: “Telegraph immediately if you agree”? 
—Yes 

4746. Can you remember in what circumstances you 
took out the word “ immediately ”? Was it while you 
were doing the initial draft, or was it the result of 
any subsequent discussion?— It was not the result of any 
subsequent discussion. Why I took it out of the original 
draft, I regret to say I have no idea. 

4747. You think it is something you wrote in and 
struck out at once? — As one was drafting. 

4748. Now I want you to look for a moment at the 
letter you wrote on the same day, 16th September, that 
is Annex “ I ”. Is there anything more that you wish to 
say to the Tribunal— I do not want you to repeat any- 
thing you have already said in your answers— about what 
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was in your mind when you sat down to draft that 
letter?— No, I think I gave, I hope clearly, the two 
questions I asked myself, and my answers. 

4749. Just look for a moment at one or two of the 
particular passages in the letter. The first sentence _ of 
the second paragraph: “John tells me you are asking 
for a cable about our views on devaluation, and especially 
about the merits of selling gilts”. Is it right that Mr. 
Barton was somewhat strongly of the view that devalua- 
tion was likely to come? — Oh yes, very. The more you 
are outside the United Kingdom looking in, the worse 
does devaluation look. 

4750. What would have happened as regards the value 
of gilt-edged securities if devaluation had come? — Clearly 
you do not want gilt-edged fixed interest-bearing securities 
when there is any likelihood of devaluation. 

4751. In other words, if devaluation had come, gilt- 
edged would have gone down, and gone down drastically? 
— In my opinion, yes. 

4752. In this letter you expressed your view that there 
would not be devaluation? — I did. 
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4753. Just suppose — this is an entirely hypothetical ques- 
tion — that you had wished to convey a hint to Mr. Barton 
that gilt-edged were likely to fall, your reason being that 
you anticipated there was going to be an increase in the 
Bank rate, but you wanted in giving that hint to make 
sure that you did not let anybody see that you had any 
information about the Bank rate, could you have achieved 
the same result by anything that you have put in the 
letter about devaluation? — I should not have thought so. 

4754. Suppose you had said in that -letter dishonestly : 
“ I think devaluation is likely ”, what would have been the 
result -of that on Mr. Barton’s mind, and the conse- 
quences? — I should think he would want to sell all the 
more. 

4755. But in expressing the view that you did there, 
that there would not be devaluation, you were expressing 
your honest opinion? — Yes. 

4756. You were asked various questions about- the 
passage : “ he will resort to all measures before so doing ”, 
and I think you said in answer to that, one of the 
measures that would be in your mind would be an increase 
in the Bank rate at some time? — Eventually I was pressed 
to say Yes. 

4757. In the following paragraph of the letter there is 
the passage: “What measures the Government will take 
to check inflation, which is rampant, and to protect the 
£ I do not know. I am certain, however, that the credit 
squeeze will go on, and it looks to me as if money will 
get tighter. Consequently, it must be right policy to keep 
as liquid as possible ”. Is it fair to say that the conclusion 
of all that has gone before is expressed in the fourth 
paragraph: “-it must be right policy to keep as liquid 
as possible’? — Certainly. Perhaps I 'could explain with- 
out, I hope, -being rude to anybody again : a good mer- 
chant— I should hate my banking friends to hear me say 
this — should never be frightened of high interest. What 
he is frightened of is not being able to get money. 

4758. And the relationship between that and your 
suggestion that at was right policy to keep as liquid as 
possible, is what?— I am sorry, I did not quite follow. 

4759. The conclusion you have expressed here is that 
it must be right -policy to keep as liquid as possible? — 
It expresses that very view. If I may go on, my telegram 
was addressed to J. M. & Co., Jardine, Matheson’s selling, 
which is a merchant adventuring house, to which this ques- 
tion of liquidity -is very, very important. 

4760. To avoid confusion, you say it was addressed to 
them, but it was addressed to Mr. Barton. You mean its 
subject-matter was addressed to them? — -First for the 
trading house, which -must have liquidity, the suggestion 
that they should sell these gilt-edged and be in a position 
to meet any demand for their money in any direction 
should the banks not advance against gilt-edged, or in 
any other way prevent them from acting freely. 

4761. Therefore, what would prevent the carrying out 
of the right policy to keep liquid would be measures to 
prevent the company from being able -to borrow money, 
rather than a high interest rate on the money? — If you 
are an international merchant you want freedom. What 



one is terrified of is that there would be restrictions on 
transfers of money from one country to another, and 
especially into dollars. So that it is an accumulative thing, 
being liquid. 

4762. Then if -you turn over to the second page, you 
have a reference there to a tighter credit squeeze and dear 
money, and you say: “perhaps the time has come to 
sell ”. I think you said in your evidence that the current 
interest rate then was 5 per cant.? — Y es. 

4763. Did you, in referring to dear money, intend to 
convey the -impression of money becoming dearer than 
it is now? — No, dear. It is the same expression as used, 
I see, -by the Governor of the Bank of England. 

4764. In what? — In his statement that has just been 
read out and which I initialled. 

4765. In the second last sentence of the second last 
paragraph you say: “I must say I can see no reason 
why gilts should go up ”. Did you intend to convey by 
that to the reader of it the thought that gilts were going 
to go down, and go down somewhat drastically? — No, 
I think — I say quickly, No. I think when one is weighing 
up : “ Shall I sell, or shall I keep? ”, if there is no reason 
for them to -go up, that eliminates keeping. 

4766. Is there anything else you would like to say to 
the Tribunal with regard to that letter? — Not with regard 
t-o that letter. 

4767. On the question of what happened in Hong Kong 
on -the Monday or the Tuesday, -of course, you cannot 
give djreot evidence. I do not know whether you can 
answer this: .if tlhe Tribunal thought -that it would help 
them to see Mr. Barton giving evidence -here, do you 
know whether he co-u-ld or would be available, to come? — 
I think it would be very inconvenient for him to come, 
but I think -that he could come. 

4768. Some question has been raised as .to whether your 
brother J-ohn was expecting to be in Scotland, was intend- 
ing to go to Scotland on the weekend of the 12th -to 15th 
September, or whether that was something that was 
arranged suddenly at short notice? — No, it was not 
arranged suddenly at short notice. I imagine it was 
arranged possibly in July, because the 13-th was our last 
—I hate to bring it up again— grouse driving day. 

4769. That was something which would be arranged 
well in advance? — I should have thought in J-uly, or 
possibly earlier. 

4770. Then with regard to the statement you made to 
the Governor of the Bank of England, the last statement 
you were asked about, it is, as you have said, clear in 
that statement -that you did not mention to the Governor 
the discussions you had had with your brother in Scot- 
land? — No, I did not see any possible need for that. 

4771. Or the fact that he did not in fact see the telegram 
before it was sent off? — No, I did not. 

4772. You did not regard .those as being relevant 
matters then? — Not at all. 

4773. Do you -regard them -as being relevant matters 
DOW ? — I personally do not ; I do -not see the significance 
of them. 



By The 1 

4774. Chairman: I personally should like -to thank 
you, and I think I speak for both my colleagues, for the 
manner in which you have given your evidence? — Thank 
you, my Lord. 

4775. There is just one thing that does concern me. 
You have pointed out very vividly the difficulties in 
which you were in these dealings. May I ask you this, 
a completely hypothetical case: -take -the case of X, who 
is a Director of the Bank of England and also a Director 
on the Board of some large public company, and at a 
time when he has some knowledge in his capacity as 
Director of -the Bank of England ihe is asked for advice 
at the Board Meeting : “ Shall we sell gilts? ” and he 
knows that the next Thursday the Bank rate is going up. 
What is his duty? — That as -the trouble which worries us 
all, because if he says “ Do not ask me, I am an interested 
party” I should have (thought that he gave a hint. If 
he says “ Sell ” for -the reason that the Bank rate is going 
up, he is in a horrible position that he may have used his 
secret information in pushing 'that company to sell. I do 
not think one can give a definite rale. 

4776. Take the other alternative that he says “ Do not 
sell ” ; then he is damaging his own company? — Oh, cer- 
tainly. That was the position in a degree, I believe, I 
was in. 

4777. It comes to this that a man in that position, M-r. 
X, has got to try and give a view which he would have 

(The W lines, 



held if he did not have -the secret information? — I think 
that is so, but 

4778. He has got to try and divorce himself from that 
knowledge?— Yes. This, I think, would have arisen, if I 
may say so, in my case. If on that Monday the Deputy 
Governor who, I believe now, knew about the 7 per cent. 
Bank rate, had told me “ There will be a rise to a 7 per 
cent. Bank rate ” I am certain that I would -have declared 
my telegram. I would have declared the moment I was 
told the specific information. What could the Deputy 
Governor do -then? If I cancelled the telegram it would 
have only — I do -not know anything -about law, but it 
seems to me in ethics — I would have cancelled that tele- 
gram because of secret information. And yet, I think, 
it would have been very difficult with the telegrams 
coming back from Hong Kong saying “ Sell ” and going 
back to the Deputy Governor and saying “ Here you are, 
they have told us -to sell.” 

4779. Now we oome away from the hypothetical case 
to your case. Supposing you bad not been a direotor of 
the Bank of England at all, and you had -had no com- 
munication from the Deputy Governor on the 4th Sep- 
tember, and no luncheon at -t-he Bank of England on the 
16th, would your advice to Hong Kong have been 
different? — No. 

Mr. Milner Holland: I have no question. 

Mr. Veale: I have no question. 

Chairman: Thank you very much, Mr. Keswick. 

withdrew .) 
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The Attorney-General : There is a separate transaction, 
quite unconnected with the one we have just been in- 
vestigating, an relation to a firm of stockbrokers, L. Messel 
& Co. The firm itself sold substantial quantities of gilt- 
edged on the 18th and also its partners. I think the total 
quantity nominal value of the sales is £337,000 for the 
clients and for the stockbrokers and partners. Of that 
£185,000 worth nominal value were sold by ‘the firm in 
question and tire partners dn that firm. If your Lordship 
would like to hear ‘the evidence about that now, I do 
not think I need do any more in the way of opening. 

Chairman : I think we can deal with that now. 

Mr. Winn : It might, perhaps, be convenient to the 
Tribunal if I put the figures in rather a different form 
from that in which tire Attorney put them just now. If 
one put them this way round, I think, perhaps they 
would be more easily followed on the document that the 
Tribunal have. There was a transaction for the Royal 
Exchange in the sum of £187,000 Nominal, for Hoare & 
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Co., bankers, of £100,000 and Lazards £50,000. Those 
three total £337,000. 

Chairman: Mr. Winn, what document are you look- 
ing at? 

Mr. Winn: The document which is not numbered. 
Chairman : The brokers’ sales? 

Mr. Winn: Yes. 

( Document relating to Brokers’ Sales marked Exhibit 7.) 

Mr. Winn: That is the shorter version of the brokers’ 
sales. I was just saying, in order to clarify and simplify 
it, that the three deals that I have mentioned for clients 
total £337,000, all sales to jobbers, and then there is 
one deal on behalf of the firm of brokers in the sum of 
£100,000, a sale to jobbers, and some other deals to which 
I will direct speciiic attention for partners or probable 
relatives of partners, totalling £85,000 and there are, there- 
fore, £185,000 .in that group making a grand total of 
£522,000. I will call Mr. Hunter. 



Mr. John Arnott Hunter, sworn 
Examined by Mr. Winn. 



4780. I think your names are John Arnott Hunter? — 
Yes. 

4781. Of Tanglewood, Rockshaw Road, Merstham, 
Surrey. You are a partner in the stockbroking firm of 
L. Messel & Co.? — Yes. 

4782. Just to confirm certain details that your firnj were 
good enough to supply, is it a fact that on the 18th 
September of this year at about 11 in the forenoon, your 
firm were given by Lazard Bros, an order to sell half 
a million Exchequer 3 per cent. 1960? — Yes. 

4783. Was there a limit price given? Yes. 

4784. What was the limit? — >1 think it was 96|-. 

4785. Did you find, on enquiry from jobbers, that you 
could not make, or you could not get made to you 96| in 
the quantity of half a million? — That is right. 

4786. But could in 50,000?— That is right. 

4787. Did you refer back to Lazards? — I referred back 
also with a lower price for the whole lot. 

4788. As a result, were you instructed by them to sell 
50,000 at 965- and go on trying for the rest? — That is 
right. 

4789. Did you continue through the day to try to get 
96& for the balance of £450,000? — I think that would be 
putting it rather strongly. The price was never really 
quite there. 

4790. You were watching it and the price was never 
there? — Yes. The jobbers were told that if they could 
bid us, they were to (let us know. 

4791. That would not then have involved repeated en- 
quiries, on your part, of the jobbers ; you were waiting 
for them to come back to you? — Yes. 

4792. Did you also, that same day about 2 o’clock 
in the afternoon, receive instructions from the Royal Ex- 
change Assurance to sell £83,000 Savings 3 1960-70? — 
That is right. 

4793. Was a limit price fixed or not? — I think the price 
was asked, and we were told if we could sell it we were 
to do dt about that price. 

4794. You quoted a price? — Yes. 

4795. Was the price that you obtained 77-| 3 s ths? — That 
is correct. 

4796. That was the price that they were ready to take 
and the deal went through? — Yes. 

4797. With Akroyd & Smithers as jobbers?— Yes. 

4798. Incidentally I ought to have asked you this: 
the other deal that we were talking about was with Bruce 
& Hinton? — Yes. 

4799. The practice of your firm is to have a partner- 
ship meeting after luncheon, or ds that not normal?— 
No, not really. My firm sit in three groups, our gilt- 
edged partners all sit together, our other institutional part- 
ners sit together, and the others, and they are meeting all 
the time if they are all there. If anyone wants to raise 
something about gilt-edged, the gilt-edged partners are all 
in the same room. 

4800. Was there some kind of meeting of some or all 
your partners near the afternoon of this day the 18th 
September?— Yes, there was a discussion among the gilt- 
edged partners. 

4801. About 2.30?— Yes, just after lunch. 

4802. What was the effect of that discussion?— The 
effect of that discussion was, that we sold the firm’s hold- 
ing of £100,000 gilt-edged and those partners who had 
gilt-edged which, in fact, were reserve funds, were also sold. 

30671 



4803. What was the reason for the decision? — One 
of my partners in going round the City dn the morning, 
came back and said he had been told that things were 
getting extremely serious, that the Chancellor was going 
to the International Monetary Meeting within the next 
week, that he was quite likely ,to take further steps — I 
think that is right — before he went, and that it looked 
as if things were really getting very serious. 

4804. Which partner was that? — Mr. Cadogan. 

4805. Did he tell you whether he had heard that from 
any particular person or persons? — Well, I actually was 
not there, but he did, in fact, hear it mostly from one 
person. 

4806. Do you know which? — Yes. 

4807. Please give the name? — Dr. Hock. He is a part- 
ner of Singer & Friedlander or a director. 

4808. The merchant bankers, Singer & Friedlander? — 
Yes. 

4809. Do you know Mr. Reny.i of that firm? — No. 

4810. Was the sale of £100,000 on behalf of your firm 
a sale of £100,000 British Electric 3 1968/73? — Yes. 

4811. Was that sold at— have you got a time?— Yes, I 
have, it was very near the end of the day. 

4812. Do you mean by that, about 3 o’clock? — Yes. 

4813. Were they sold to Akroyd & Smithers? — Yes. 

4814. At 73£? — Yes. 

4815. Had the market in gilt-edged begun to weaken, 
do you remember, by then? — Yes, I would say that prices 
had begun to widen rather than weaken. 

4816. Was that the whole holding that your firm had in 
that stock? — It was the entire holding of gilt-edged. 

4817. No other gilt-edged holdings in the firm’s name? 
— No. I ithink there was a matter of about £200 which 
is . . . 

4818. Something trivial. How long had you had them, 
do you remember? — About a week. 

4819. Do you remember the price at which you bought? 
— About a point lower down. 

4820. So you were out on the right side? — Y es. 

4821. Have you ever before in your recollection, as a 
firm, decided to leave the gilt-edged market? — Yes. 

4822. How long before? — We had only been back in 
for a week. We had been out for some — — 

4823. You had been out for a longish time? — Yes. 

4824. That is the view you were taking of the market? 
— Yes. . 

4825. Mr. Cadogan, the partner whom you have named, 
is it right that on his behalf your firm sold 10,000 British 
Electricity 3, the same stock, and sold those to Messrs. 
Akroyd & Smithers? — Yes. 

4826. At the same price?— Yes. 

4827. That was about 3 o’clock, was it not?— Well, the 
10,000 at about 3.00, yes. 

4828. About 4 o’clock after the House was closed, did 
the firm also sell for Mr. Cadogan, the same partner, 
£5,000 Redemption 3’s? — Yes. 

4829. And sell those to the same jobbers, Akroyd & 
Smithers?— Yes. It may be helpful to say that Mr. 
Cadogan did not know he had sold. 

4830. Was he not at the meeting? — No. He was leaving 
for Sweden for a month’s holiday. 

4831. He came back to the office, communicated what 
he had heard during the morning, and then went to 
Sweden?— Yes. He came back and communicated it just 
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as one of my partners was going to lunch, and when 
my partner came back from lunch to the meeting . . . 

4832. So it was a decision taken on his behalf?— That 

is right. . 

4833. Obviously, in accordance with his wishes7 — Yes. 

4834. In addition a Mr. P. W. Powlett, is he a partner 

in the firm? — Yes. . 

4835. The firm sold at 3.30, on his behalf, Savings 
3 65/75 £10,000 Nominal to Bruce & Hinton?— Yes. 

4836. And Mr. P. O. S. Spicer— is he a partner?— Yes. 

4837. Again at about 3.30 £10,000 Conversion 3 1961 
was sold to Akroyd & Smithers?—' Yes. 

4838. On bis behalf? — Yes. 

4839. Is Mrs. D. H. Spicer his wife?— Yes. 

4840. And on her behalf there was a sale, was there 
not, on the morning of the 19th? — Yes. 

4841. At about 10 a.m. of £20,000 Funding 3 s 66/68, 
also to Bruce & Hinton? — Yes. 

4842. Mr. A. W. Stewart— is he a partner of the firm? 
Yes. 

4843. And on his behalf at about 3.30 on the 18th, 
were about £10,000 Savings 3 per cent, sold to Messrs. 
Bruce & Hinton? — Yes. 

4844. And Mr. E. W. Walters, is he a partner m the 

firm? — Yes. . . 

4845. On his behalf were £10,000 British Electricity 
sold to Akroyd & Smithers? — Yes. 

4846. Was that on the 18th, also in the afternoon 7— 

^ 4847. Then the following morning, the 19th, in addition 
to the sale by Mrs. Spicer, were there two sales for Mr. 
R. H. Calvert— is he a partner?— Yes. 

4848. Of £5,000 Conversion 3£ 1969, and another of 
the same £5,000 and were they sold to the jobbers Messrs. 
Bruce & Hinton in one case? — One lot was. 

4849. What happened to the others?— Wilson & 
Watford, I think. 

4850. They went to the other jobbers. There is a sale 
of £50,000 3£ 1969, made by your firm on the 19th, I 
think, for Hoare & Co. Are you aware of -that?— Yes. 

4851. Two lots of £50,000?— Yes. 

4852. That is Hoare & Co., the bankers?— Yes. / 

4853. Can you tell me out of whose name the stock 
came? — I cannot, no. 

4854. In fact, I ought to bring this out and just leave 
it: is that a case in which the order really should have 
been executed during the forenoon of the 18th?— Well, 



I would not want to be exact as to the time. It was 
between 12 and 2 on the 18th. 

4855. I do not need to go into details, but it was some- 
thing that got left over unintentionally?— Yes. 

4856. From a comparatively early hour on the 18th 7 

4857. An order that was received in your office, really 

before any market change of sentiment?— No. It was 
originated by our office after we had had our meeting, 
I think, but whether it was after or before the meeting 
I am not sure. . , , . . , 

4858. In your statement you said that it was executed 
about 10 a.m. on the 19th? — Yes. 

4859. But you had the order about 12 noon on the 
18th? — Yes. It was originated by one of my partners 
ringing up and suggesting it, and I am not sure whether 
he suggested it before the meeting or immediately after- 
wards. It was one of the partners who felt most strongly. 

4860. I just want to be clear about it. We need not 
labour it, because it is irrelevant for our purposes, but it 
was an order received before lunch? — Before or imme- 
diately afterwards. I would not like to say. 

4861. You have given it at about 12 noon? — Yes, but 

I have since talked . 

4862. You have had some further information. Which 
partner initiated this Hoare & Co. business? — That is 
the difficulty. It is Mr. Powlett who is in South Africa. 

4863. I am not particularly concerned with that. Will 
you tell the Tribunal, are both Lazards and the Royal 
Exchange regular clients of yours? — Yes. 

4864. Did you personally speak with either of those 
clients when their orders were taken?— No. 

4865. To your knowledge was any hint given by either 
of those clients that the time had come to leave the 
market?— No. I think in the case of Lazards, the opposite. 

4866. Do you mean by that that the fact that they 
stuck to their price for the £500,000 parcel was an indica- 
tion that they were still remaining in the market? — Yes, 
I think it was rather against the advice of my partner 
who thought the bid for such a large amount was a good 
one. 

4867. Did you personally think there was any particular 
significance to be attached to the slight softening of the 
market or (noticeable softening of the market in the 
afternoon of the 18th? — I personally was not there. 

4868. Were you not in the office during the 18th, the 
afternoon? — No. 



Cross-examined b 

4869. Can you give the Tribunal the quotation which 
your firm got for the £500,000 3 per cent. Exchequer 
stock which Lazards wished to sell? — I think it was £ of 
a point lower down. 

4870. Three-eighths of a point below 96£ which was 
the limit they had given?— Yes. 

4871. You were able to sell, I understand, £50,000 at 
their price, but if they wanted to sell the £500,000 worth 
of stock they would have had to take the £ lower price? 
—Yes. 

By The 

4876. Chairman: When your firm decided to leave the 
market by 3.30 that afternoon, I suppose the partners 
present knew that Lazards and the Royal Exchange were 
selling?— Yes, they knew, that is right. 

4877. And I think you said you were not there? — No. 

4878. Perhaps it is unfair to ask you, but I suppose 
it would have some influence on the partners that those 
two were selling? — I do not think so. 

4879. You do not think so? — If I may put it this 
way, we averaged a turnover over the last three years of 
some £650,000 of gilts a day, and an order of the size 
of the Royal Exchange was not a particularly large one. 
That of Lazards was, but we knew they were not pressing 
the sale and were obviously in the course of banking 
business raising money. 

4880. They had been selling the day before? — Not that 
I know of. 

4881. Not through you? — No. 

'(The Witnes 



y Mr. MacKenna. 

4872. Your firm thought, or your partner thought, I 
understand, that the .price he had got for the £500,000, if 
they were willing to take it, was a good price? — Yes. 

4873. But they were not willing to take anything less 
than their limit; is that the position? — Yes. 

4874. Was the partner Mr. Powlett? — Yes. 

4875. And I think you have just told my Lord that he 
is in South Africa? — Yes, in Rhodesia. 

Tribunal. 

4882. Mr. Milner Holland: Do you happen to have in 
your mind what price Exchequers 3, 1960 fetched after 
the Bank rate went up two points? — They fell to 93. 

4883. I just want to make a comparison, you see, with 
the price at which you were able to' deal in £50,000 and 
the price which you were telling Lazards they could get 
for £500,000. They could have had 96£ and would not 
take it? — They fell to 94£ immediately following the 
increase in Bank rate, and they fell to 93 the next day. 

Mr. Winn: May I say this, because it may save a lot 
of people, I was not proposing, in view of that evidence, 
to call any more partners from Messel & Co. unless the 
Tribunal gives an indication otherwise. 

Chairman : No, I think that is quite right. 

Mr. Winn: Then perhaps you could let your partners 
know, Mr. Hunter, and anyone who has been warned need 
not come. 

withdrew .) 



(Adjourned till 10,30 a.m. Monday, 9th December, 1957.) 
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Mr. Leslie Scarman : My Lords, I understand that the 
Tribunal has authorised the representation at this Inquiry 
of the Royal Exchange Assurance. I appear for the Royal 
Exchange Assurance with my learned friend, Mr. Owen 
Stable. 

Chairman : Thank you. 

The Attorney-General : This morning, I desire to open 
a new chapter of this Inquiry. The record of the Stock 
Exchange transactions in gilt-edged with which we have 
been supplied, shows that on the 18th September, Lazards 
sold gilt-edged of the nominal value of £493,490, and in 
addition on that day some very small amounts of giLt- 
edged on behalf of their clients. As your Lordship will 
hear, on. the day before, the 17th, they sold more gilt- 
edged. But on the 18th the Royal Exchange Assurance 
Company and its affiliated companies sold gilt-edged of 
the nominal value of £1,412,349. 

Lord Kindersley is a managing director of Lazard Bros, 
and has been Chairman of that company since 1953. 
Mr. Oliver Poole is a director of Lazards. Lord Kindersley 
is a member of the Court of the Royal Exchange Assurance 
Company, and has been for the past 29 years. He has 
been Governor of that Corporation since 1955. Mr. Oliver 
Poole is not a director of the Royal Exchange. Lord 
Kindersley, in addition to being a director of a number 
of other companies, is a director — I am not sure that 
he is not the Chairman — of the British Match Corporation, 
which on the 16th September sold some £300,000 gilt- 
edged. Lord Kindersley is also a director of the Bank of 
England. 

Quite apart from the gossip to which Mr. Mullens 
referred and quite apart from Mr. Ellis’s reference in 
the Express to “ blue-blooded Stock Exchange names ” it 
is, in my submission, clearly right that these transactions 
should be examined closely to find out, if one can, exactly 
what led to their being carried out. 

Before I go into more detail about them, I should 
perhaps say something about the relationship of Lazards 
with other companies. There is a company called 
S. Pearson & Co. (which I will refer to as “ Pearsons ”). 
That company is the wholly owned subsidiary of Cowdray 
Trust Limited, a trustee company, as its name implies, 
with its main function being to act as trustees of the will 
of the first Lord Cowdray. It also acts as trustee of other 
Pearson family trusts. Now Pearsons is the principal 
company in a group of companies which one may call the 
Pearson Group. The Pearson Group includes Lazard 
Bros, and its associated companies, the Financial News 
and the Financial Times, The Whitehall Trust Limited, 
The Whitehall Securities Limited and the Westminster 
Press Limited and others. Lazards are, of course, an old 
established firm of merchant bankers, and they carry on an 



extensive banking business independent of the activities 
of the rest of the Group. Mr. Oliver Poole is a director of 
Lazards and Whitehall Securities, and a number of other 
companies both in and outside the Pearson Group. 

The Head Otlicc of Pearsons and the Pearson Group 
is at 47, Parliament Street, Westminster. They have a 
City Office in 10, Old Broad Street. The Stock Exchange 
business of Pearsons, and what I may call the Parliament 
Street subsidiaries namely, The Whitehall Securities 
Limited, The Whitehall Trust, The Whitehall Electric 
Investment Company, S. Pearson Industries Limited and 
Whitehall Holdings Limited is carried on from that City 
Office in Old Broad Street. That City Office is also used 
for the Stock Exchange business of the Cowdray Trust and 
of the Dickinson Trust Limited which deals with other 
family trusts. Also that City Office is used for the Stock 
Exchange business of individual members of the Pearson 
family, and for S. Pearson and Son Pension Trust Limited 
and the Westminster Press Pension. Trust Limited. All 
Stock Exchange transactions which pass through that City 
Office are recorded in that office. 

The records of that office show that for the period the 
16th to 19lh September of this year, the Whitehall Trust 
Limited purchased on the 16th September £50,000 Savings 
2-i per cent. 1964-67. Also that on the 17th September, 
the Agricultural Mortgage Corporation purchased a small 
amount (I think some £55 or so) of British Electric 3 per 
cent. 1974-77. Those were the purchases on the 16th and 
17th September. Those records show that the only sale 
of gilt-edged, within that period, was the sale on the 18th 
September of £2,000 Savings 3 per cent. 1960-70 and £780 
nominal Savings 24- per cent. 1964-67. Those sales were 
effected by the Cowdray Trust on behalf of a beneficiary 
of one of the trusts. 

That is not the pattern one would expect to see if 
Pearsons and its subsidiaries profited as a result of 
improper disclosure of information about the Bank rate. 
I shall call before you Mr. Alderton, a director of 
Pearsons, to tell you about these matters, and he will 
also say that he has made inquiries as to other dealings by 
the Group, or by their directors or by senior officials with 
whom Mr. Poole is in regular contact, and he will tell 
you that those inquiries show that they had no dealings 
in gilt-edged on the 18th. 

I mention these matters now, because they have a bear- 
ing on whether there was any improper disclosure by Mr. 
Poole, and because of the relationship between Lazards 
and the Pearson Group. Mr. Poole will tell you he was 
never told and got no hint that the Bank rate was going 
to be raised, and that at no time during the week commenc- 
ing 16th September, did he sell or advise anyone to sell 
gilt-edged. If the Tribunal is satisfied by their evidence — 
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and I must say I have no grounds for suggesting and no 
grounds have been discovered for suggesting that their 
evidence on these matters is likely to be in any way 
incorrect — then you may think that this part of the Inquiry 
should be concentrated upon and confined to the Lazard 
transactions, the Royal Exchange dealings and the sale 
by the British Match Corporation on the 16th September. 

There is, as I have indicated, one connecting link, one 
common factor between all three companies, namely, Lord 
Kindersley, a director of the Bank of England and a 
member of the Court of the Bank of England for ten 
years. On the 24th August, Lord Kindersley returned 
from Canada three days earlier than he had intended, 
as he says he was disturbed by the attitude of all Canadian 
businessmen to the pound sterling. On the 2nd September 
he saw the Deputy Governor and discussed with him the 
economic situation, the pressure on the pound, the loss of 
reserves and possible remedies. One of the possible 
remedies discussed was the raising of the Bank rate, but 
he says that there was not then any positive proposal for 
raising the rate on any particular date. 

On the 12th September Lord Kindersley again saw the 
Deputy Governor and the change of the Bank rate was 
again a possibility that was mentioned. On Saturday 14th 
September, the Governor of the Bank of England returned 
from leave, and on the 16th September Lord Kindersley 
saw the Governor on two occasions. He first saw him at 
about 12.45 p.m. and then the Governor told Lord 
Kindersley that he proposed, subject to the agreement of 
the Government, to recommend to the Court of the Bank 
of England a rise of 2 per cent, in the Bank rate the 
following Thursday. The Court would, of course, meet 
on the Thursday. Lord Kindersley agreed with the 
Governor’s proposal. 

At, I think, 5 o’clock the same day, Lord Kindersley 
called upon fee Governor at the Bank and said to .him , 
that on further consideration he was much concerned as 
to the effect an immediate rise in the Bank rate would have 
on the Vickers issue of £30 million. He expressed the 
view feat a rise of the Bank rate within 'twenty-four hours 
of fee Vickers issue being underwritten would lead to large 
losses to underwriters, and might consequently cause hard 
feelings in the City towards the Bank of England. It is 
the case that the time wihein an issue can be made has to be 
agreed with the Bank of England, so feat the Bank was in 
some degree involved. 

On the 17th September Lord Kindersley was at Lazards, 
and it is fee custom of Lazards to have morning meetings 
of fee managing directors. The Minutes (which I gather 
are not in a true sense Minutes of what has happened at 
a meeting, but a record of events, not only of what was 
discussed at meetings, but what has happened later in the 
day) of that morning meeting show that Lord Kindersley 
was present and also would appear to indicate that the 
underwriting of part of the Vickers issue by Lazards was 
one of the subjects for consideration at that morning 
meeting. 

At half past three feat afternoon, fee 17th September, 
Lord Kindersley called again at the Bank to see the 
Governor. He renewed his concern about the repercus- 
sions on the Bank of England’s relations with fee City as 
a result of the impact of the Bank rate on the Vickers 
issue. He says he discussed the possibility of postponing 
the Bank rate decision, but the Governor of fee Bank of 
England convinced him feat it was not feasible. He says 
that he then asked if fee Governor would consent to his 
seeing Lord Bicester, another director of the Bank of 
England, who knew of the proposal to raise fee Bank rate, 
to see if there was any possibility of postponing fee 
Vickers issue. The Governor consented to his doing so. 
At half past four that afternoon he saw Lord Bicester. 
He told Lord Bicester feat he was fearful that fee rise in 
the Bank rate would mean that fee whole of the Vickers 
issue would be left with the underwriters, the whole £30 
million, and feat in view of its size feat would cause 

indigestion ” in the maiket for some considerable time 
Lord Kindersley says that he said to Lord Bicester that he 
wondered whether there was any way fee Vickers issue 
could be postponed. Lord Bicester said that could not be 
done and Lord Kindersley finally agreed fchait it was not 
possible. 

I think I had better say a word or two about fee Vickers 
issue. It was an issue of £10 million 6 per cent, unsecured 
loan stock 1977/1980 at 96, and of 11, 772,756 ordinary 
shares of £1 each at 33/-. The issue had been underwritten 
by Morgan Grenfell & Co., a company of which Lord 
Bicester is Chairman. On 16th September, Morgan Gren- 
fell had contracted with Vickers to underwrite and offers 
sub-underwriting were, I gather, posted that day ; so that 
on the morning of the 17th those offered the sub-under- 



writing would have received particulars of that 
underwriting, and the offers made to them from Hoare & 
Co. who were acting for Morgans. The recipients of those 
offers would, on that morning, be in the process of 
accepting, considering or refusing fee offers made to them. 
You will hear feat by 4.30 p.m. on the 17th, when Lord 
Kindersley saw Lord Bicester, the process of sub-under- 
writing must have been largely completed. 

Lazards sub-underwrote 50,000 ordinary shares and 
42,500 of the 6 per cent, unsecured loan stock. That would 
mean feat if they were called upon to pay for all they 
had underwritten they would have to find a total of 
£125,000. As you will hear, that is by no means an excep- 
tionally large amount for Lazards to underwrite ; that there 
is nothing abnormal about that. You will hear feat there 
was no question of Lazards turning down an underwriting 
participation of that amount offered to them by one of the 
major issuing houses or brokers such as Morgan Grenfell 
& Co. and Hoare & Co. This practice of accepting, 
without question, offers of sub-underwriting from such 
companies, one is entitled to assume, would be known by 
Lord Kindersley and was known by him when he 
approached the Governor on the afternoon of 16th, and 
when he saw him on the 17fe when, if the Minutes of 
the morning meeting of Lazards can be relied upon (the 
Minutes which said that Lord Kindersley was present) it 
would seem that the matter of the sub-underwriting of the 
Vickers loan was considered. 

The Royal Exchange also underwrote this issue. They 
agreed to underwrite 250,000 of the shares and £215,000 
worth of the stock. The total liability they were under- 
taking amounted to £618,900. This sub-underwriting was 
considered at a meeting of the Committee of Treasury of 
the Royal Exchange on the 28th August, and you will 
hear that the Royal Exchange regarded themselves as 
morally bound to take up that underwriting, so long as the 
issue terms were realistic at the time of the formal offer. 
Again, it is to be assumed that Lord Kindersley, as the 
Governor of the Royal Exchange, would be aware of this 
moral obligation ; so when .he expressed the opinion to 
Lord Bicester feat the issue would be entirely left with the 
sub-underwriters it meant, if he was right, that Lazards 
would be left to find £125,000 and the Royal Exchange 
£618,900. Lord Bicester, at fee interview with Lord 
Kindersley, told Lord Kindersley that the only people who 
could postpone the issue would be the directors of 
Viickers ; feat it was an impossible decision for the direc- 
tors of Vickers to take without consulting the share- 
holders, as Vickers were now sure of their money the 
issue having been underwritten, and Lord Bicester said feat 
there was nothing that could be done about it. 

My Lord, I have taken up some time in dealing with 
this for you may think that it requires close examination 
to see whether it has any bearing on the large sales of 
gilt-edged made by Lazards on the 17th and 18th. So 
far, I have told you only of the sales on the 18th. So far 
as I am aware, Lord Kindersley was the only director of 
the Bank of England to raise this matter with the Governor 
of the Bank of England, .to raise it with him on two occa- 
tions, and to raise it with Lord Bicester. As I said, Lord 
Bicester’s company, Morgan Grenfell, underwrote fee whole 
issue, yet, so far as I am aware, Lord Bicester did not raise 
the subject at all with the Bank of England nor did he 
suggest a postponement of the Bank rate rise on that 
account. It may be that the Tribunal may think it 
necessary to consider whether Lord Kindersley’s actions 
were due solely 6o an altruistic regard for sub-underwriters 
as a class and to avoid bad relations between fee Bank 
and underwriters, or whether his conduct was, in part, 
due to his concern for two companies of which he was 
fee Chairman, Lazards and the Royal Exchange. 

The Tribunal may wish to consider what would have 
happened if the Vickers issue had been postponed ; 
whether fee underwriters and sub-underwriters would have 
been released from feeir obligations, and so have avoided 
a loss and whether, if they had not been released, post- 
ponement of the issue would have increased feeir chances 
of not being left iwith the whole of it. Then again, if the 
issue had been postponed, would Vickers have got the 
money they required? If they would have got the money, 
would it have been on less favourable terms ; in other 
words, would the postponement of the issue operate to 
transfer the loss the underwriters were likely to suffer in 
consequence of the rise in the Bank rate to the broad 
shoulders of Vickers? The Tribunal may think, finally, 
that this question arises for consideration: was it proper 
for Lord Kindersley, even with the consent of the 
Governor of fee Bank of England, as a result of his 
knowledge that the Bank rate was to increase on the 
Thursday to seek to secure a postponement of the Vickers 
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issue, in order to avoid a severe loss being sustained by 
underwriters and sub-underwriters including, of course, 
the Royal Exchange and Lazards. If the Tribunal come 
to the conclusion that that was improper, it may conceiv- 
ably affect the Tribunal’s conclusions on the major ques- 
tion which is, in my submission, this : was the size of the 
sales made by Lazards on the 17th and 18th, in part, due 
to Lord Kindersley’s influence and to improper use by 
him of his knowledge that the Bank rate would be likely 
to go up two points on the 19th. If he was trying, by 
his approaches to the Governor and Lord Bicester, to 
avoid or to mitigate the loss which the Royal Exchange 
and Lazards were likely to suffer on the sub-underwriting, 
does that not make it more likely that he sought to avoid 
or mitigate the loss that Lazards would sustain on their 
gilt-edged, by securing or influencing the sale of more 
gilt-edged than the immediate needs of the company 
required, and in this connection regard must be had to 
the past conduct of that company. 

On the 18 th September, Lord Kindersley saw the 
Governor of the Bank of England again. He found himself 
in the next car to the car in which the Governor was 

travelling on their way to the City that morning, and 

he got into the Governor’s car, told him about the inter- 
view with Lord Bicester and said that he would support 
the rise in the Bank rate. Then you will hear he did 
not see the Governor again until the meeting of the Court 
of the Bank of England on the 19th. 

Lord Kindersley is the Chairman and a managing direc- 
tor of Lazards. There arc, I gather, six other managing 
directors and they include a Mr. Brand, Mr. Meinertz- 
hagen and a Mr. Marris. Mr. Poole is one of the 

ordinary directors who normally attend only the monthly 
Board Meetings. The practice at Lazards is, I gather, 
to have every morning a meeting of the managing direc- 
tors who are available, and those are ordinarily referred 
to as “ the morning meetings Then every Friday morn- 
ing they have a meeting to review and to discuss the 
general financial position of the company. Although 
those Friday meetings are referred sometimes as “the 
meetings of the money committee”, you will hear that 
the nature of their business requires Lazards to keep a 
higher liquidity ratio than the ordinary joint stock bank. 
Large sums are deposited with them by their clients, 
many of whom are foreign depositors and pressure on 
the pound leads, of course, to withdrawal of deposits. 
You will hear that it is normal for them to maintain 
a ratio in excess of 50 per cent, of the “call” money 
and bills to their total deposits. “Call” money is, of 
course, money loaned to the discount money which is 
fully secured by the deposit of Treasury Bills, Bank Bills, 
and Short-term Government Securities, and loans to the 
discount market can be called back at any time on any 
day. Treasury bills and Bank bills can be turned into 
cash by selling on the discount market for payment on 
the same day. Loans to the local authorities are subject 
to repayment on seven days’ notice. Gilt-edged can, of 
course, be sold for payment on the following day. But 
the size of the market in gilt-edged and with it the ability 
to realise large sums varies, particularly in times of stress, 
and so Lazards do not regard gilt-edged as having the 
same liquidity as bills and call money. 

Now, my Lord, there has been a table attached to a 
statement with which ,1 think you have been supplied. 
It is, I think, marked “ E.6A ”, and I think it would be 
convenient if the Tribunal would be good enough to 
glance at that table. You will see that it has a number 
of columns. The left-hand column gives the date of 
Thursday, and then there is a column headed “ Call 
Money”. That is followed by a column headed “Port- 
folio”, which is divided into (A) Treasury bills, and (c) 
Bank bills. Then column (d) is loans to local authorities. 
That is followed by a column giving the total in thousands 
of those four columns (a), (A), (c) and (d). All the figures 
are in thousands. Then there are two columns headed 
“ Gilt-edged Investments ”, one column being up to five 
years and the other five to ten years, and there are figures 
in each of those columns. Then column (g) is the column 
of deposits, and next to that there is a column showing 
the ratio, showing columns (a) to (d), that is to say, call 
money, Treasury bills. Bank bills and loans to local autho- 
rities, as a percentage of the deposits. 

The Tribunal will see that deposits on 4th July were 
standing at the figure of £11,320,000, but on the 1st 
August those deposits, in consequence of withdrawals by 
the depositors, had fallen to £10,826,000, and the ratio 
of liquidity had dropped to 44-84 per cent. It had by 
that time already appeared desirable to raise the ratio, 
so local authority loans had been called in to the extent 
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of £400,000, and those local authority loans had been 
paid on the 30th July. That is why you see in column 
(cl) the figure of loans to local authorities reduced from 
£1,000,000 on the 25lh July, to £600,000 on the 1st August. 

The next week, the 8th August, the deposits had again 
fallen slightly to £10,543,000, and the Tribunal will see 
that the percentage had risen two points to 46-77 per cent. 
The following week shows a slight rise in deposits to 
£10,802,000, but a drop in the ratio to 42 per cent. On 
the 22nd August the deposits had fallen back again a 
little, but not so low as they were on the 8th August. 
They had fallen back to £10,658,000, and the ratio had 
gone down to 41-63 per cent. Between the 15th and 
22nd August a further £50,000 had been repaid by a local 
authority. That is reflected in column (A). That being 
the position on the 22nd August, it was decided to sell 
£500,000 gilt-edged and to secure repayment of a further 
£50,000 from a local authority. That £500,000 of gilt- 
edged was sold on the 27th August. 

When one comes to the week ending 29th August one 
sees this, that the deposits dropped in that week £1,600,000 
— £1,584,000 to be precise — -but the ratio had fallen to 
40-63 per cent. So that in that particular week there had 
been a drop far exceeding any drop in deposits revealed 
in any previous week in this table. In faot, I think it 
was almost double the largest drop that had been shown 
since the middle of July. It is important to bear in mind, 
when considering what happened later, this drop of nearly 
£1,600,000 in deposits and the faot that the liquidity ratio 
dropped to 40-63 per cent., what action Lazards took in 
relation to that. They decided to call in loans from the 
local authorities (see column (cl)), and they called in the 
sum of £500,000. They also decided to sell another 
£500,000 gilt-edged, and that is reflected ,in columns (e) 
and (/). That sale in fact took place -on the 2nd September. 

So one sees, if I may summarise it, that when the deposits 
dropped in one week by nearly £1,600,000 and the ratio 
went down to the lowest figure shown on this table, of 
40-63 per cent. — when that happened in the seventh week 
of decline of deposits, with a decline having taken place 
in each of the previous six weeks, all that the directors of 
Lazards then thought necessary to deal with the situation 
was to obtain in cash, and so increase liquidity, £500,000 
from the local a-uthonities and £500,000 cash from the sale 
of gilt-edged— that is to say, to raise £1,000,000. 

Going to the next week, the Tribunal will see that the 
deposits had fallen still more, to £8,692,000, and the ratio 
had gone up to 43-33 per cent. Then on the 12th Sep- 
tember the deposits had fallen again. In that week they 
fell £535,000. That is to be contrasted with the fall in 
the week ending the 29th August of £1,584,000. On the 
12th September the ratio had fallen back to 40-72 per 
cent., which is slightly higher than the -ratio on the 29th 
August, which was 40-63 per cent. Of course, by the 12th 
September the deposits had fallen from the figure of 
£11,000,000 an July, to a figure just over £8,000,000. 

That was the position as shown by this table on the 
12th September, and that position was considered, you will 
heaT, at the morning meeting of Lazards on Friday, the 
13th September, at which Lord Kindersley was present. 

There is, it appears, a slight conflict of evidence, or 
perhaps I should say a slight conflict of recollection, as 
to what took place at that meeting. Mr. Brand has stated 
that it was -then decided that gilt-edged must be sold, but 
that no decision was taken as to the amount to be sold 
or as to when it should be sold. Lord Kindersley says 
that no immediate decision to sell was taken at that 
meeting, but he realised that gilt-edged might have to be 
sold at any time. That was the Friday. On Monday, the 
16th, there was a meeting beLween Mr. Marris, Mr. 
Meinertzhagen and Mr. Macartney-Filgate, Managing 
Directors of Lazards. I am not in a position to tell the 
Tribunal the course -of the discussion at that meeting, but 
apparently that meeting had considered what gilts should 
be sold, and when. 

On the 17th Mr. Meinertzhagen went to see Mr. Brand, 
and sought Mr. Brand’s authority to sell up to £2,000,000 
gilt-edged. He was given that authority. In fact, gilt- 
edged only to the value of £1,450,000 was sold on the 17th 
and 18th September. No attempt was made to sell up to 
£2,000,000 on the 1 7th, as it was thought that better prices 
would be obtained, by spreading the sales over two days. 

On the 18th they tried to sell £500,000 3 per cent. 
Exchequer Stock 1960, but, as the Tribunal heard on 
Friday from Mr. Hunter, they could only get a price that 
they regarded as satisfactory for £50,000, and they sold 
that, but did not sell the rest. The fact that they did not 
sell the whole of that £500,000 may have some significance. 
It would certainly appear to indicate tha-t whoever was in 
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charge of the selling had no reason to suppose that there 
was any real urgency about the selling, and no reason to 
suppose that conditions would deteriorate rapidly, as they 
were bound to do of the Bank rate was increased by two 
points. But we shall hear no doubt whether Lora 
Kindersley had anything to do with the actual selling. in 
my submission, it would seem most unlikely that he did. 

On the figures that I have just been going through that 
are shown on Table E.6A, it would appear that on the 
12th September there was a real need to increase liquidity, 
and I cannot dispute that, nor, in my submission, would 
it be right for me to challenge that. The only query which 
arises, in my submission, is this, whether sales of such a 
magnitude suggest — or indeed, the decision to sell up to 
£2,000,0000 suggests — that that decision to sell up to that 
amount was influenced by some factor other than the 
actual position of the company as disclosed. One must, 
in my submission, contrast what happened after the 12 th 
September with the action previously taken. 

Between .the 1st August and the 12th September the 
deposits fell £2,669,000. In that period Lazards sold two 
lots of gilt-edged of £500,000 each, and secured repayment 
of loans amounting to £600,000. In the week ending the 
29th August the deposits dropped, as I have said, nearly 
£1,600,000, and the ratio was 40-63 per cent., which was 
■lower than it was on the 12th September, and the action 
taken was to call in loans of £500,000 and to sell £500,000 
gilt-edged. In the week ending the 12th September the 
deposits only fell £535,000, less than the fall in the week 
ending the 29th August. The ratio was 40-72 per cent., 
still above the ratio on the 29th August. In the week 
the Bank rate was changed, and before the change, it was 
decided to sell up to £2,000,000. 

The Tribunal will appreciate that the week which is 
under review by the Money Committee, which meets on 
Friday mornings, is one that 'runs from Thursday to 
Thursday, and so the week under review on the 20th Sep- 
tember would be the week running from Thursday the 
12th, to Thursday .the 19th. If the Tribunal will look at 
what happened to the deposits in that week they will see 
that in that week, from the 12th to the 19th September, 
the deposits rose by £838,000. It would be unlikely that 
all that would happen after the rise in Bank rate on 
Thursday afternoon. In fact you will 'hear, I think, that 
flie rise in the Bank rate made no appreciable difference 
to the flow an and out of deposits on that day. So that 
on Monday, 16th September, when Mr. Marris, Mr. 
Meinertzhagen and Mr. Maeartney-Filgate met, they could 
have found out, if they had wanted to, they could have 
kn own when they were considering what amount of gilt- 
edged should be sold and when, what had happened with 
regard to deposits on the Friday before, and — I do not 
know if Lazards are open on the Saturday, but if they 
are, on the Saturday. Mr. Meinertzhagen would have had, 
or could have had, even more information about what was 
happening an regard to deposits, and so presumably could 
Mr. Brand, if they wanted to find out, on the Tuesday 
morning when Mr. Brand gave approval to the sale of 
gilt-edged up to £2,000,000. They had available to them 
then, if they asked for it, the results for two out of the 
five working days of that week, if one excludes the 
Saturday. Bearing in mind the rise which occurred in 
that week, we shall perhaps find out later if that trend 
had already become apparent. If at had, then the decision 
to sell gilt-edged up to £2,000,000 becomes, in my sub- 
mission, more difficult to justify on the grounds of the 
company’s need, and having regard to the action taken 
after the 29th August. 

Further, the Minutes show that on the 23rd September 
Lazards bought £250,000 4+ per cent. Conversion at 
93&, £250,000 24 per cent. Funding at 85^, and that on 
the 24th they made a further purchase of gilt-edged of 
£250,000 44 per cent. Conversion at 93 §£. They sold 
£250,000 24 per cent. Funding on the 17th at 92&£ ex 
dividend. They also sold £500,000 44- per cent. Conversion 
at 98&. So by effecting those sales and purchases, by 
the 24th they had in their portfolio again £500,000 of the 
Conversion 44 per cent, and £250,000 of the 24 per cent. 
Funding which they had had before they sold, before the 
Bank rate rise was announced. They had regained 
possession of those stocks and secured, it would seem, a 
nice profit in the week on .those particular transactions of 
a figure in the region of £32,000. 

If one may consider that position for a moment it would 
seem then either that the need to sell gilt-edged to preserve 
the liquidity of the company had been very, very greatly 
over-estimated, for in fact they sold £450,000, less than 
Mr. Brand gave authority for, and despite their sales they 
were yet able to reinvest in gilt-edged the next week to the 
extent of buying three-quarters of a million pounds 
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nominal. If it was not the case that the need to sell gilt- 



edged had been greatly over-estimated, it would seem that 
there were other factors at work, apart from the need to 
increase liquidity. 

Lord Kindersley was at Lazards, and at the morning 
meetings, according to the Minutes, but certainly at 
Lazards on the 16th, 17th and 18th and he has stated that 
he does not remember any discussions as to gilt-edged on 
any of those days. There were discussions as to gilt-edged 
at the meeting on the 16th at which Mr. Marris, Mr. 
Maeartney-Filgate and Mr. Meinertzhagen were present. 
There was a discussion the following morning with Mr. 
Brand. It may strike one as very odd indeed if it was 
not discussed at all with the Chairman and managing 
director, who was in the building each day — the figures 
show that even Lazards do not sell £2 million gilt-edged 
frequently — but Lord Kindersley says that he does not 
remember any discussion as to gilt-edged on those days. 
He does remember going home from the City in the same 
car as Mr. Marris and Mr. Meinertzhagen on Monday 
16th, and he says that no mention was then made of the 
sale of the gilt-edged although there was talk between them 
of the current pressure on sterling. Tt would be easy to 
understand that no mention of the decision to sell £2 
million gilts would take place if that decision had already 
been discussed with and approved by the Chairman. 
What does appear difficult to understand is that no meoition 
of it should have been made to him in the course of that 
journey, if before that journey ho was entirely ignorant of 
what was proposed. 

Lord Kindersley says that he only learnt of the sales 
after they had been made. That may perhaps strike the 
Tribunal as so extraordinary as to lead to the conclusion 
that Lord Kindersley’s recollection must be at fault. 

That is the 'position so far as I can take it now in 
relation to Lazards. Lord Kindersley will tell you that he 
ddd not tell aoiyone about the proposal to raise the Bank 
rate. There are, in my submission, two matters of 
significance. First, the business with regard to the Vickers 
issue ; second, the amount of the gilt-edged sold and the 
decision to sell up to £2 million, the amount sold on the 
17th and 18th, having regard to the matters I have 
mentioned. ... , 

If it were the fact that Lord Kindersley had, in view of 
the loss on underwriting which he knew Lazards were 
likely to sustain, used his personal knowledge to secure 
that as much as £2 million gilt-edged should be sold, then 
of course it would be the case that he was using his secret 
knowledge for the benefit of Lazards and presumably also 
to -his indirect, if not direct, advantage. I prefaced that 
sentence by saying “ if it were the fact ”. It is only right 
that I should tell your Lordship that there is no direct 
evidence that I can produce before your Lordships to 
establish that as a fact. 

I now turn to the Royal Exchange and their associated 
companies. On the 1 8th September, the Royal Exchange 
and their associated companies sold gilt-edged to' the 
nominal value of £1,412,349. Your Lordships will see that 
particulars of those sales are set out for convenience in a 
document, of which I think your Lordships have copies, 
which is headed “ Olients’ sales ”. I do know that I need 
to tell your Lordships in detail of these amounts. We 
have been supplied by the Royal Exchange with a record 
of their larger sales and purchases between the 5lh Sep- 
tember, 1955, and the 22nd November, 1957, which is 
document E.23. Looking down this list of their larger 
transactions over that long period, one’s first impression 
on the first page — and I think it is a right one — is that 
one finds sales very often almost, if not completely, 
counter-balanced by purchases. You see the plus and 
minus marks in the second column. And so on the second 
page very often the transactions are, I suppose, switches 
like one sees on the 16th April, 1956, the sale of £250,000 
Transport 4 per cent, and the purchase of £250,000 Gas. 
Then, if one turns over to the final page one sees the 
details of the transactions on the 18th September, 1957. 
In my submission, consideration of this record of their 
larger sales shows that the sales effected on the 18th 
September were quite unique in character. 

On the 18th September, there was a meeting of the 
Committee of Treasury at which Lord Kindersley presided. 
That meeting was attended by a Mr. Cooper, their invest- 
ment manager — not their accountant, their investment 
manager — who had returned from his holiday on the 16th. 
Mr. Cooper says that he had the overall financial position 
of the company made clear to him on the Tuesday by 
the accountant, whose view it was, you will hear, that 
his weekly budget for the ten to fourteen days ahead 
showed that a cash balance of some £200,000 would be 
turned into an overdraft of £116,000 by the end of the 
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month, due to large quarterly settlements of the Accident 
Department — and it is important to note the figure at 
which he put those, namely, £180,000 — and to liabilities 
to certain oil companies of £102,000. I ask your Lord- 
ships to note that figure. It was the accountant’s view 
that something like £500,000 to £600,000 was required to 
deal with the anticipated cash deficiency and an overdraft 
that the Royal Exchange had in Canada, which had to 
be dealt with pretty soon. The accountant took no 
account of the Vickers underwriting as to whether or .not 
there might be a loss or liability on that. Nor did he 
take any account of a fire loss in Manchester which had 
been notified to the Royal Exchange on the 9th September. 
Nor did he take any account of the interim dividend to 
be declared by the Royal Exchange on the 26th Septem- 
ber, and due for payment on the 6th November. He 
regarded that interim dividend as covered by Treasury 
Bills maturing in September and October to the extent of 
£275,000 and a Leeds Corporation Loan repayable on 
seven days’ notice for £100,000. 

The Committee of Treasury of the Royal Exchange met 
the next morning, the 18th, at 12.45 p.m. There were 
present Lord Kindersley, Mr. Farrow, Mr. Scott, Lord 
Weeks and a Mr. Roberts, Mr. Calvert and Mr. Cooper 
in attendance. You will hear that Mr. Cooper presented 
a very gloomy picture to them. He spoke to them about 
the Vickers underwriting. He told them that he expected 
the stock to be fully subscribed, but that the Corporation 
might have to take up to £400,000 worth of shares. I 
have told the Tribunal that the total liability which the 
Royal Exchange had underwritten was £618,900, and that 
the stock that they had underwritten was £215,000. So 
that if Mr. Cooper’s view was right that the Corporation 
would have to take up £400,000 of shares, he was saying 
that they would really have to take up all the shares 
underwritten by the Royal Exchange, and this was 
apparently his view before the Bank rate was changed. 
Of course it would be easy to understand that view being 
held, if he knew that the Bank rate was going up on the 
Thursday. 

Then you will hear later at that meeting there was a 
discussion under the heading of “ Gilt-edged Mr. 
Cooper painted, in my submission, a very gloomy picture 
of the Corporation’s position. He said they would have 
to make provision for the interim dividend of £270,000. 
He apparently did not treat the Treasury Bills and the 
Leeds Loan as available for that purpose, although, of 
course, he is not the accountant of the Royal Exchange. 
But one may ask the question : why was it necessary to 
make provision on the 16th September for a dividend 
which had to be paid on the 6th November. The Com- 
mittee of Treasury of the Royal Exchange meets once 
a week. Why was it necessary to make, at that meeting, 
a decision with regard to the provision of funds for a 
liability which would only arise in November. Then 
Mr. Cooper told them that provision would have to be 
made for Fire and Accident disbursements, which he said 
he put at fully £300,000, which has to be contrasted with 
the figure which the accountant had told him, I gather, 
the night before of £180,000. Mr. Cooper also referred 
to the instalments due to the oil companies — I think they 
are called tanker loans, or something of that sort. Mr. 
Cooper put those instalments, for which he said provision 
had to be made, at £150,000. You will recollect that the 
accountant’s figure was £102,000. One wonders why were 
these figures enlarged by Mr. Cooper from the figures 
given to him by the accountant. 

Mr. Roberts who was present at that meeting, after 
Mr. Cooper had referred to these disbursements which 
had to be made, reported that there had been a serious 
fire loss at Manchester and that the gross loss would be 
some £250,000. After he had done that Cooper 
suggested to the Committee that sales should be made 
from the principal Royal Exchange funds to provide fully 
£500,000 after allowing for large pending departmental 
settlements and the interim dividend. Lord Kindersley 
asked the members of the Committee of Treasury if that 
was agreed. It was, and the meeting which had started 
at 12.45 p.m. ended at 1 o’clock. 

It was, in my submission, a very gloomy picture that 
had been painted by Mr. Cooper, but on examination it 
would not appear, in my submission, to be a very realistic 
one. There was this reference to the Manchester Fire 
loss. In fact, the Royal Exchange were not carrying the 
whole of that. They had reinsured to a very considerable 
extent. One wonders, did any one ask about whether 
there was any reinsurance?. Did Mr. Cooper know that 
there had been any reinsurance of .that risk? If he did 
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not know, did he ask? The true position was that the 
Corporation’s liability was £46,000 not £257,000. There 
would, of course, be some delay in collecting reinsurances, 
but there was, in my submission, no ground then for 
deciding to sell gilt-edged immediately. In the event the 
Corporation paid £15,000 on the 22nd October — not till 
October — and £60,000 on the 2nd December, some of 
which, of course, will be recoverable from those with 
whom they reinsured. So it was not the case that the 
gross liability of the Royal Exchange was anything like 
£257,000. 

Nor was it the case that the Corporation, the Royal 
Exchange itself, would be liable to pay £400,000 on 
Vickers. That sum had been allocated throughout the 
Group, and the Royal Exchange was keeping £115,000 
loan stock, and £135,000 shares. The others had gone to 
other autonomous companies within the Group. The first 
payment that they had to make in respect of that under- 
writing would not fall due till October. In fact, on the 
14th October they made their first payment of £101,250 
on the shares, and on the 10th January, 1958, they have 
to make a further payment on the shares of £121,500 
making a total on the shares of £222,750, 94-J- per cent, 
of the share issue having been left with the underwriters. 

That was the liability in reality and two questions arise 
in relation to that. Why was it stressed in a discussion 
before the Committee of Treasury as to the sale of gilt- 
edged that they would have this maximum liability of 
£400,000? Why was that put forward at that time? 
Why would that make it necessary to sell gilt-edged imme- 
diately, when there was no question of any payment being 
made before the 14th October? And one feels compelled 
to ask : why did the case made out by Mr. Cooper differ 
so greatly from the information that would appear to 
have been given to him by the accountant the night 
before?. Was he trying to make out a strong case for 
the immediate sale of a large amount of gilt-edged? He 
lost no time in saying .that the sales were carried out. If 
he was trying to malke out a strong case to the Committee 
of Treasury, why was he doing it? Was it solely based 
on his own views as to the prospects in the gilt-edged 
market, or had he received any information about a 
possible rise in the Bank rate? He says he had seen 
Lord Kindersley before the meeting, but had not 'had an 
opportunity of discussing with him the sale of gilt-edged. 

The matter does not quite end there for, on his way to 
lunch, Mr. Cooper had a discussion with Mr. Roberts who 
had been present at the meeting of .the Committee of 
Treasury. Mr. Roberts is Assistant General Manager, and 
he is also trustee of a Pension Fund and a director of the 
British .Equitable Assurance Company, autonomous 
organisations. On their way to lunch Mr. Cooper told 
him that it would probably be convenient to raise money 
on certain autonomous funds which were either already 
indebted to the Corporation, or shortly would become 
indebted. Mr. Roberts, as he had power to do, gave Mr. 
Cooper authority to sell and, as you iwill hear, sales were 
effected. .The British Equitable Assurance Company had 
sold for them by Mr. Cooper £103,400 worth. You will 
hear that before that sale was effected they already had 
sufficient resources to meet their commitments without 
the sale of that gilt-edged. It would follow that there 
was no question of that company being indebted to, or 
becoming indebted to, the Royal Exchange Assurance 
Company. 

So much for the position with regard to the Royal 
Exchange. It is, in my submission, a proper matter for 
full examination. 

I now come to the third company, the British Match 
Corporation. That Corporation had to meet a liability 
on the 30th September of £310,000, and for reasons which 
I do not think it is necessary for me .to go into, had to 
meet it in cash ; there is no doubt about that. On the 
16th September' there was a Board Meeting of that Com- 
pany at Lazards — it was apparently the usual practice to 
hold the meetings at Lazards — at half past two in the 
afternoon with Lord Kindersley in the Chair. He, of course, 
had seen the Governor of the Bank of England that day 
at 12.45 a.nd had been informed that the proposition would 
be put forward for raising the Bank rate by 2 points. 
In my submission, the only question that arises in relation 
to this company is: why was there a sale of gilt-edged 
to provide this £300,000 odd on the 16th to meet a liability 
that would not accrue until the end of the month? You 
will hear that the sale of gilt-edged was recommended at 
that meeting by the Secretary of the company, after care- 
ful! consideration by him of other courses that might be 
followed to raise that money and it was decided to sell 
gilt-edged. The only question, as I say, which in my 
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submission would appear to arise in relation to that 
transaction is: why was it decided to sell on the 16th to 
meet a liability that would not fall due until the 30th? 

That, I think, outlines the details of these various tran- 
sactions, and before calling the witnesses before your 



Lordship with the assistance of my learned friends, it is 
only right that I should say on the 27th September, Lord 
Kindersley made full disclosure of these matters to the 
Governor of the Bank of England. I will noiw call, if I 
may, Mr. Alderton. His statement 'is document E.3. 



Mr. Thomas William Youdale Alderton, sworn 



Examined b; 

4884. Are your names Thomas William Youdale 
Alderton? — Yes. 

4885. And your address, Cherrycroft, Chipperfield Road, 
Kings Langley, Bucks? — Y es. 

4886. Are you a director of S. Pearson & Son Ltd? — 
Yes. 

4887. It is probably convenient for us to call them 
“Pearsons” in your evidence. May I ask you at once 
whether you produce a sort of genealogical table of the 
whole allied companies of S. Pearson & Son Ltd. or 
Pearsons? — Yes. 

4888. So we have S. Pearson & Son Ltd. (that I am 
calling Pearsons) as the parent or dominant company in 
the whole group ; is that right? — That is correct. 

4889. Is that position as shown in the chart or table 
materially the same position that has obtained for the last 
six months? — Yes. 

4890. I suppose there are a number of companies, 
naturally enough in such a group, which are for the time 
being dormant and iwe need not concern ourselves with 
them? — Y es. 

4891. Is Pearsons itself wholly owned as a subsidiary 
by Cowdray Trust Limited? — Yes. 

4892. Is that company, Cowdray Trust Limited, a trustee 
company? — Yes. 

4893. Whose function is to carry out the trusts of the 
will of the first Lord Cowdray? — Y es. 

4894. And a number of other Pearson family trusts? — 
Yes. 

4895. All the beneficiaries being members of the Pearson 
family? — Y es. 

4896. Does Cowdray Trust Limited itself take any active 
part in the business of the Pearson Group? — No. 

4897. That is all controlled by Pearsons, is it? — That 
is correct. 

4898. Subject to this point that I would like to make 
at once, that although Lazard Bros. & Co. Ltd. are a 
member of the group, they enjoy rather greater indepen- 
dence and autonomy than the other companies?— Yes. 

4899. Is that because, traditionally, they have been an 
independent merchant banking enterprise? — Yes. 

4900. You yourself, I think, are a director of other 
companies in the group : Whitehall Securities Corporation? 
—Yes. 

4901. Whitehall 'Holdings? — Yes. 

4902. Hallminster Investments? — Yes. 

4903. 'Whitehall Electric Investments Limited? — Yes. 

4904. The Whitehall Trust Limited? — Yes. 

4905. Broadminster Nominees Limited? — Yes. 

4906. And Lazard Securities Limited? — Yes. 

4907. You naturally have qualifying shares in those 
companies, but do you own those qualifying shares bene- 
ficially? — No. 

4908. Or any investments in any of the companies in 
the Group beneficially? — None. 

4909. May I deal at once with one piece of machinery. 
Have you procured from all the companies — tell me if 
it is all of them — of the group, certificates as to dealings 
in gilt-edged securities in the period 16th- 19th September? 
— It is the major U.K. companies within the group other 
than Lazards. 

4910. I have some pages here which appear to run 
from 1 to (as far as I can see it) 54. . Would that be 
right? — I have not the list. ( Copy handed .) 

4911. These are the certificates which I can say are all 
negative certificates which I am going to ask the leave 
of the Tribunal to produce as indirect evidence from 
these other companies. Is that right? — That is correct. 

I have not the numbering of the pages. 

4912. I will only take a few samples. There is Cowdray 
Trust Ltd.? — Yes. 

4913. S. Pearson & Son Ltd.? — Yes. 

4914. S. Pearson Industries Ltd.? — Yes. 

4915. Acton Bolt? — Yes. 

4916. Financial News Limited? — Yes. 

4917. And so on. If you would be kind enough to 
produce those, I suppose you have exactly the same as 
I have here? — These are the originals. 
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4918. They are marked in my papers E.3 (B) and they 
all, to your knowledge, are negative certificates that no 
sales or purchases were made in gilt-edged securities 
during the period 16th-19th September? — Yes, with the 
qualification on some of them “except through the City 
Office of the Group”, which I have already dealt with 
elsewhere. 

4919. I shall be dealing with that in evidence. Is your 
own principal executive responsibility and duties con- 
nected with the group’s financial and investment policy? — 
Yes. 

4920. You are concerned with Stock Exchange securi- 
ties and dealings? — Yes. 

4921. Is the head office of the group, as my learned 
leader, the Attorney-General, said, at 47, Parliament 
Street? — Yes. 

4922. And the City office at No. 10, Old Broad Street? 
—Yes. 

4923. Control is exercised over the affairs of Pearsons 
and its five principal subsidiaries from the Whitehall office 
in Parliament Street? — Yes. 

4924. In the City office is the Stock Exchange business 
of all the companies and all members of the family chan- 
nelled through that office? — Yes. 

4925. And therefore there would be records there of 
all dealings of companies and persons associated with 
this group? — Yes. 

4926. May we turn to page 4 of the statement that 
you have provided? I expect you have a copy in front 
of you? — Yes. 

4927. It is Paragraph 10. There you give a summary, 
do you not, of the volume of investment business which 
the City office dealt with during the ten months from 
January to October, 1956? — Yes. 

4928. I will not go into detail, but was it a total of 
purchases of £2,200,000 odd and a total of sales of 
£2,800,000 odd?— Yes. 

4929. For the period with which the Tribunal are 
mainly concerned, the days 16th to 19th September, have 
you provided an itemised list of all transactions effected 
through the City office? — Yes. 

4930. I will pick out these with you. On Monday, 
16th, did Whitehall Trust purchase 50,000 Savings 2\ per 
cent, at a total price of £40,221 through Pember & Boyle? 
— Yes. 

4931. And Agricultural Mortgage Corporation bought 
2,000 of the Mortgage Stock for about £1,500 through 
Mullens? — Yes. 

4932. And a small purchase of British Electricity 3 per 
cent.? — Y es. 

4933. Certain other purchases of industrial and trading 
securities? — Yes. 

4934. Turning to the sales, on the 18th September, were 
there certain sales effected through the City office, but 
was the only gilt-edged sale one of 2,000 Savings 3 per 
cent. 1960-70 at 77-fe with the brokers Cazenove on 
behalf of Cowdray Trust? — Yes. There is an additional 
one. 

4935. I ought to mention £780 worth of Savings 2\ per 
cent.? — Yes. 

4936. That is a small deal? — Yes. 

4937. Was that Cowdray Trust sale one made in the 
ordinary course of realising moneys for the Trust? If 
you turn to page 7 of your statement, sub-paragraph ( g ), 
does that refer 'to a requirement for moneys as part of 
the purchase price of an estate that was being acquired? 
— No. 

4938. That is not the same thing? — No. 

4939. Just explain, would you? — The first five sales on 
this list through Cazenove include the two gilt-edged 
stocks. This related to a trust, the sales of which had 
been decided in principle on the 28th August, 1957, and 
I set out the reasons for the delay in implementing that 
decision, which I will go into if you wish. 

4940. No, I think that is sufficient, thank you. With 
regard to the Canadian company, Whitehall Canada, Ltd., 
have you any knowledge of any dealings by that com- 
pany in either gilt-edged or currency during the material 
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period? — I have a certificate to the effect that there have 
been no such dealings. 

4941. Is that included in those that have been handed 
in?— I think so. It should be. 

4942. No. 54, Whitehall Canada, Ltd., signed by Mr. 
Cunningham, ihe Managing Director? — That is correct. 

4943. Did you meet Mr. Poole at all yourself during 
those days 16th to 19th September? — On one occasion 
only, on the 19th. 

4944. Was that at a meeting which in fact began at 
about 11 a.m. or a little after? — Yes. 

4945. Although it had been fixed for 10.30?— Yes. 

4946. Did it continue until approximately 12 noon?— 
Yes. 

4947. Before the meeting began did you or Mr. Poole, 
or any other person present, refer to any possibility of 
an impending change in Bank rate, or other financial 
measures? — The matter was discussed. 

4948. Was that before the meeting began? — It was 
during the course of the meeting. 

4949. To what effect? — Well, I had raised a matter 
relating to the Whitehall Trust. I referred to the purchase 
of 2i per cent. Savings Bonds I had made on the Monday 
and to some correspondence which I had had with Lord 
Cowdray with regard to the possibility of buying some 
more. I wanted to raise this matter with Mr. Poole, 
which I did. Mr. Poole agreed with me that we should 

By The 

4956. Chairman: There is only one matter that puzzles 
me here, and that is why were not a lot more people 
selling gilt-edged at this time? — I cannot speak for every- 
body, but I can speak for myself. I think that perhaps 
some people thought that the trend in interest rates might 
be downwards and not upwards. 

4957. I wish you would tell me a little more about this. 
Take the morning of Wednesday. It was drawing to the 
end of a week of a very bad period, pressure against the 
f, general uneasiness everywhere, and the Chancellor 
going off to Washington. I do not know, but it seems to 
me that the classic measure to take would be to raise the 
Bank rate?— According to my recollection, during the 
several weeks preceding this date there had been references 
in the Press and discussions in the City, that the Chancellor 
might be proposing some change in the sterling exchange 
rate, or possibly some change in the technical details of 
the dealing in the exchange, widening the exchange points. 
One of the suggestions, as I remember, was that if he 
did make any such announcement it would quite likely 
be accompanied by a rise in the Bank rate to support 
sterling. 

{The Witne 
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defer any further action in the matter until Lord 
Cowdray’s return. I mentioned, or one of us mentioned 
— I think I mentioned it — that 1 had seen references in 
the Press, including a reference in the Financial Times, 
to a possible Government statement. 

*4950. Sir Henry Warner, I think, was present. Did he 
ask a question at that point or make a comment?— He 
asked the question whether this meant a rise in the Bank 
rate. 

4951. What did Mr. Poole say? — Mr. Poole replied that 
he had no knowledge of that. 

4952. Did any one of you present at that meeting leave 
the room at all before it concluded at 12 noon, so far 
as you remember? — No. 

4953. Or telephone from the room before 11.45? — No, 
not before 11.45. 

4954. You did at about 11.45 instruct one of your staff 
to let you know as soon as the Bank rate announcement 
was out? — Yes. 

4955. He later did that? — Yes. 

Chairman : Have you any question, Mr. Roskill? 

Mr. Roskill: Having regard to what fell from my 
learned friend the Attorney-General in relation to my 
clients in general, and in relation to Mr. Alderton’s 
evidence in particular, I do not think it right to take up 
time by further questioning of Mr. Alderton. 

Tribunal 

4958. J ust help me as simply as you can. I suppose fifty 
years ago if there had been pressure on the £, everybody 
would have said: “The Bank of England will raise the 
Bank rate”? — Yes. 

4959. And ycit on the 16th, 17th and 18th, on the whole, 
people were not saying that. Is the answer that nobody 
thought the Government had the courage to do it? — 
I would not put it like that. I would say that the real 
reason was that the Chancellor of 'the Exchequer had denied 
that there would be any change in the rate of exchange, 
and therefore that particular suggestion that there would 
be a rise in the Bank rate to support such a change no 
longer existed. I am afraid I have not checked up the 
actual details of the market at that time, but my recol- 
lection is that the market in gilt-edged stocks had been 
weak during part of those three preceding weeks, but in 
fact during the week beginning 16th September it had been 
recovering, and was looking much stronger. 

4960. I only asked you that because, as I understand, 
you were advising a purchase, and in fact carried through 
a purchase, of some £50,000?— Yes. I am afraid I took 
the wrong view about the Bank rate. 

ss withdrew.) 
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( Document G. 2) 4978. On arrival in London did you go to the Con- 



4961. Is your full name Oliver Brian Sanderson Poole? 
— Yes. 

4962. Do you live at Red Heath House, Croxley Green, 
Hertfordshire? — Yes. 

4963. Are you now Deputy Chairman of the Conserva- 
tive Party organisation?— Yes. 

4964. Did you assume that appointment on the 18th 
September? — Yes. 

4965. Before then were you Chairman of the Con- 
servative Party organisation?— Yes. 

4966. Are you a Director of a number of companies 
in the Pearson Group? — Yes. 

4967. And also a Director of lohn Poole & Sons, Ltd., 
Insurance Brokers? — Yes. 

4968. And other companies associated with them? — 
Yes. 

4969. I need not take you through all the companies, 
but on the 18 th September were you an ordinary Director 
of Lazard Brothers? — Yes. 

4970. A Director of the Whitehall Securities Corpora- 
tion? — Yes. 

4971. Whitehall Trust, Ltd.? — Yes. 

4972. Whitehall Holdings, Ltd.? — Yes. 

4973. S. Pearson Industries, Ltd.? — Yes. 

4974. Whitehall Electrical Investments, Ltd? — Yes. 

4975. And the Old Vic Trust? — Yes. 

4976. On the 16th September, 1957, did you go to 
Stoke-on-Trent on business that afternoon? — Yes. 

4977. Did you come back to London by train on the 
afternoon of Tuesday, the 17th? — Yes. 



servative Central Office, Abbey House, Victoria Street? 
—Yes. 

4979. At about what time did you get there? — About 
4.30. 

4980. When you got there did you get a message that 
the Prime Minister wanted to see you? — Yes. 

4981. At No. 10, Downing Street? — Yes. 

4982. Did you go to No. 10, Downing Street? — Yes. 

4983. At about what time? — I got there between 6 
and 6.30, I should think. 

4984. At about what time did you see the 
Prime Minister? — About seven. 

4985. Who was with him? — Lord Hailsham and the 
Chief Whip. 

4986. Mr. Heath?— Yes. 

4987. What did the Prime Minister say? — The Prime 
Minister told me that the Chancellor was going to make 
a statement on Thursday, and he therefore wished the 
announcement of ‘the change between Lord Hailsham and 
myself, Lord Hailsham’s appointment as Chairman of the 
Party, to take place on the Wednesday and not on the 
Thursday, as I had already discussed and provisionally 
agreed with Mr. Heath. 

4988. What did you say? — I said that could be 
arranged. 

4989. Did the Prime Minister say anything more about 
the statement or publicity for the statement? — He gave 
me the impression that he considered it a very important 
statement, and that he wished the general publicity that 
was given to it to be given considerable attention. 
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4990. Was any reference made to the 'Bank rate by 
anyone in the course of that meeting?— No. 

4991. At about what time did you leave No. iu, 
Downing Street?— Just after or just about 7.30. 

4992. Did you then go to the theatre and ]om your 
wife and daughter at the theatre? — Yes. 

4993. Before returning to your house in Croxley (j-reen / 

Yes. 

4994. On Wednesday, 18th September, did you first go 
■to your office at 47, Parliament Street? Yes. 

4995. That is the head office of the Pearson Group/ 

4996. I think before that you telephoned to a doctor 
about your wife’s health? — Yes. 

4997. After you had been at Parliament Street did you 
go across to the Central Office? — Yes. 

4998. At about what time did you get to Central Office/ 
—Well, I got there before 11 o’clock. I could not say; 
between half past ten and eleven. 

4999. Had you an engagement with the Chairman of 
a Conservative Association that morning? — Yes, at 11 
o’clock. 

5000. Was that a long-standing engagement?— Yes, 
nearly a month, I would say. 

5001. Did you then go to the City for lunch?— Yes. 

5002. Where did you lunch?— I lunched at the offices 
of the Rio Tinto Company. 

5003. With whom?— With Mr. Duncan, the Managing 
Director, and I met there a Mr. Downwood, who is the 
head of the Oil Department of Pearsons. 

5004. What was the purpose of that meeting?— To dis- 
cuss an oil-drilling operation abroad. 

5005. Did you while you were in the City see any 
other of your business associates? — No. 

5006. Was anything said about Bank rate at that lunch? 
—No. 

5007. After lunch did you go back to Central Office? — 
Yes. 

5008. And did you busy yourself with the arrangements 
for Lord Hailsham to become Chairman of the Party? — 

I had been busy on them in the afternoon, and in the 
morning. 

5009. Did you attend a Press conference with him in 
the Central Office at half past three? — Yes. 

5010. Before going to the Press conference, had an 
appointment been made for you to see the Chancellor of 
the Exchequer in the Treasury at 4 o’clock? — Yes. 

5011. Was that at your request or his request? — I under- 
stand now that it was a message that came from the 
Treasury. 

5012. Did you get permission to take Mr. Michael 
Fraser and Mr. David Dear with you? — I cannot say that 
I asked permission to take them with me then. I certainly 
arranged for them to come with me. I may have asked 
permission when I arrived at the Treasury. 

5013. At 4 o’clock was the Press conference still going 
strong? — Yes. 

5014. And you had to leave to go to the Treasury? — 

I thought that I should do so. 

5015. Did you say anything publicly about your depar- 
ture? — Yes. I said that I was very anxious that it should 
not be thought by the Press that I was showing any dis- 
courtesy to Lord Hailsham, as the sole object of my 
being there was to show that we were going to work 
together, and so as an excuse for leaving I said I was 
leaving for a meeting at the Treasury. 

5016. Were there representatives present at that Press 
conference of all the big national newspapers? — I would 
say certainly. 

5017. Including the Daily Express'! — It would not be 
possible for me to say for sure that the Daily Express was 
there, but I would have thought quite inevitably. 

5018. Of course you do not know what Lord Hailsham 
said after you left the room? — I understand that he said : 

“ Go on asking questions. He has gone ” — or, “ only 
gone ” — “ to the Treasury ”. 

5019. At what time did you get to the Treasury? — 
Between 4.10 and 4.15. 

5020. Did you then go into the Chancellor’s office with 
Mr. Fraser and Mr. Dear? — Yes. 

5021. Was the Economic Secretary there, Mr. Nigel 
Birch? — I think he actually came in with us. 

5022. You have been sitting here the whole time? — Yes. 

5023. And you heard Mr. Michael Fraser’s evidence as 
to what took place at that interview? — Yes. 

5024. If the Tribunal wish it I can ask you to give your 
own version of it, but does your recollection of that inter- 
view accord with the evidence that he gave on oath about 
it? — Yes. 



5025. I ought to put this to you specifically. Was any- 
thing said at that interview about raising the Bank rate? 



No. 



No. 



5026. Was there any mention of the Bank rate at all? 



5027 After leaving that room did you go into the 
Economic Secretary’s room?— I have no recollection ot 
going into his room, but I walked with him on my way 
out to his office to collect a document, and I may or may 
not have gone into his room. 

5028. Was the document handed to you? — Yes. 

5029. Did you look at it?— I glanced at it. 

5030. Perhaps we could have a copy of it. Did you 
happen to notice whether both pages of it were the same 

' ei 5031. Was it on paper like that, headed “Top Secret ”? 



-Yes. 



5032. I think you have been given Exhibit 1. Would 

you glance down it? Did it resemble this document^ en- 
tirely with the exception that it did not contain W 
Paragraph to be added ”?— I now understand that to be 
said, but I did not read it sufficiently carefully at the time 
to memorise the document. .„ „. 

5033. To whom did you give the document/ — lo Mr. 



5034. Where did you go to after that meeting? — 1 

returned to the Conservative Central Office. 

5035. Did you have another meeting there at 5 o clocx / 



5036 Who was present at that meeting?— Mr. Holland 
Martin, the Joint Party Treasurer and Sir Ambrose Keevil. 

5037. Was anything there said about what the Chan- 
cellor said to you?— No. v . , . ,. 

5038. Was any reference made to it? — Not at. all. 

5039. Was anything said about the Bank rate?— No. 

5040. At about what time did you leave Central Office / 

— About six. . 

5041. Before this, did you speak to Mr. Sims, the Party 
Chief Publicity Officer, on the telephone? — Yes, I spoke to 
him. It was my recollection that I spoke to him on the 
telephone, but I now understand that Mr. Sims saw me, 
and that may well have been so, because I had seen him 
several times that day already. 

5042. What did you say to him? — I told him that the 
Chancellor was going to make an important statement the 
next day before leaving for the International Monetary 
Fund ; that we attached considerable importance to pub- 
licity ; that he was to make sure that he got from the 
Chancellor of the Duchy of Lancaster the same briefing 
as the Press got, and I indicated to him that it was in 
general of a restrictionist nature. 

5043. Did you leave Central Office shortly after 
6 o’clock? — Y es. 

5044 Then did you go with your stepdaughter to the 
opening of the Old Vic season at the Old Vic Theatre, 
of which you are Governor and Director?— Yes. . 

5045. There we know you met Lord Moore in the 

interval? — Yes. , . 

5046. You heard Loird Moores evidence about your 
conversation with him? — Yes. 

5047. Do you wish to add anything to that/ — it was 
mot quite my exacit recollection of it, but it was sub- 
stantially correct. 

5048. On the 19'lh September dud you go to your office 
at 47, Parliament Street? — Yes. 

5049. Had you arranged the week before to have a 
meeting in the Whitehall Securities Corporations City 
Office at 10.30 with Mr. Alderton?— Yes. 

5050. Where is the Whitehall Securities Corporation’s 
Gity Office?— At 10, Old Broad Street. 

5051. That is what I call the City office?— Yes. 

5052. And with his assistant, Sir Henry Warner?— Yes. 

5053. What was the object of that meeting?— The object 
of that meeting was to have a discussion with thein before 
Sir Henry Warner left, which I think was m the next 
two or three days, for a visit to Canada, with particular 
reference to making investments in property. 

5054. What time did thait meeting start on the Thurs- 
day? — Just after eleven. 

5055. In the course of -that discussion did you discuss 
■the economic situation? — Yes. 

5056. In general?— Yes, in general. 

5057. Did Sir Henry Warner ask whether there was 
going to be a change in the Bank rate? Yes. 

5058. What did you say to that?— I said I did not know. 

5059. Did you make any reference to other people’s 
opinions?— Yes. I said that some people thought it was 
likely. 
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5060. Whom had you in mind when you said that 
some people thought it was likely?— Chiefly myself. 

5061. At about what time did that take place? — I should 
think between 11 — 'before 11.30. 

5062. Then did Sir Henry Warner go out of the room 
shortly before 12 o’clock and find out if there had been 
a change in the Bank rate? — I understand now that 
Mr. Aldcrton recollects having asked on the internal 
telephone for someone to make that inquiry, and Sir 
Henry Warner did not leave the room. 

5063. You found out before the party broke up that 
the Bank rate had gone up two points? — Yes. 

5064. At any time before the week before the 16th 
September, did you make any sales on the Stock 
Exchange? — No. 

5065. Did any relation of yours, to your knowledge, 
make any sales on the Stock Exchange? — No. 

5066. Of gilt-edged?— No. 

5067. Did you advise anyone to sell gilt-edged? — No. 

5068. Had you, prior to the announcement of the rise 
of the Bank rate, any knowledge that the Bank rate was 
going to be raised? — No, knowledge, no. 

5069. Had any hint been given to you by anyone before 
the announcement that it was going to be raised? — No 
hint by any official of any kind, except conclusions which 
I had myself formed over a period of weeks. 

5070. Did you write a letter to the Prime Minister, 
dated 13th September, in which you said: “Dear Prime 
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Minister, I am deeply disturbed by the use of my name 
in the House of Commons” ? — Yes. 

5071. — “under cover of the absolute privilege accorded 
to Members of Parliament to which in the natural course 
of events I had no opportunity to replying, or to make 
my position known. I now wish to state categorically 
that while, as I disclosed to the Lord Chancellor, I saw 
the Chancellor of the Exchequer on the afternoon of 
Wednesday, 1 8th September, I at no time received any 
prior information relating to the increase in the Bank 
rate either from the Chancellor of the Exchequer or 
from anyone else. I neither made nor caused to be made 
any sales of Government or other securities between the 
time when I left the Chancellor's presence on the Wednes- 
day afternoon, which was at approximately 4.45 p.m., and 
the public announcement of the change in the Bank rate. 
Whilst I appreciate and respect the Chancellor of the 
Exchequer’s reluctance on constitutional grounds to dis- 
close in answer to a Parliamentary question the names 
of the persons whom he had seen, .1 feel that in fairness 
to myself and to the persons and firms with whom I am 
associated 1 must ask you to institute a judicial inquiry 
in order to establish the facts as contained in this letter. 
Yours sincerely, Oliver Poole.”? — Yes. 

5072. Are the statements contained in the second para- 
graph of the letter that I have just read, your categorical 
statements, true? — Yes. 



Re-examined 1 

5073. Mr. Poole, the various other people that you met 
at this 'time, such as Sir Ambrose Keevil and so on, were 
mentioned by the Attorney-General. Statements have been 
given by them, have they not, to the Treasury Solicitor? — 

I understand so. 

5074. Would it be right to say .that at this time, the 
tiling that was bulking most in your mind was not so 
much the economic situation, as your own personal situa- 
tion in relation to the Conservative Party? — That is so. 

5075. I just want to ask you four questions so that you 
can deal with them, now that you have been given the 
■opportunity, categorically. If it had been alleged by any- 
one that you, at any time, improperly disclosed to any 
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person information about the Bank rate, would that 
allegation have been justified? — No. 

5076. Suppose the allegation had been that you have 
yourself made improper use of information about the Bank 
rate: would that allegation have been true? — No. 

5077. Suppose it had been alleged that you had 
improperly disclosed to any person information given to 
you by the Chancellor of the Exchequer about other 
financial or economic measures, would that allegation have 
been true? — No. 

5078. If the allegation had been that you had made any 
improper use of any such information as I have last men- 
tioned, would that allegation have been true? — No. 



By The Tribunal 



5079. Chairman: Mr. Poole, may I try and tie up a 
few loose ends in my own mind. When was it that you 
last attended a meeting of Lazards before, let us say, the 
19th September? — I only go if there is a board meeting. 
1 think the August board meeting was cancelled. It 
would be the third Thursday in August if it took place. 
I think it was the July meeting. 

5080. That was the last board meeting you attended 
before the rise in the Bank rate? — Yes, I believe so. 

5081. Apart from that, can you lunch at Lazards? — Yes. 

5082. Did you have any visits to Lazards during the 
period preceding the rise in the Bank rate? — I lunched at 
Lazards on 4th September, I think. May I look at my 
diary? 

5083. Yes. — (After looking at his diary): I think the 
August board meeting was cancelled, it is not in my diary. 
I lunched at Lazards on Wednesday, the 4th September. 

5084. You do not know who you met on that 
occasion? — Yes. The object of my luncheon there was 
to meet a very great personal friend of mine, a Belgian 
banker, and two other bankers from the Continent who 
were going to take me to the International Monetary Fund 
Meeting later, in Washington. 

5085. Do you remember what other members of Lazards 
were present? — Yes. Mr. Brand was present, certainly, 
and Mr. Macartney-Filgate was present certainly, and 
Lord Kindersley came in after lunch, having been lunching 
somewhere else, and joined us. But I had to go early 
because I had a political meeting which I had to attend. 

5086. When you were there, I suppose there was general 
discussion as to the conditions? — Yes. 

5087. Was there any mention then made by anybody 
about a rise in the Bank rate? — No. There was grave 
concern expressed by the foreign bankers about the state 
of the pound. The possibility of devaluation was discussed 
in relation to the partial devaluation of the franc, which 
had just taken place, and the strength of the Deutschmark, 
and it was at that luncheon that I became alarmed not 
only of the internal economic situation but the external 
pressures which I then realised were being placed on the 
pound. 



5088. Of course, we are sitting here, have been, and shall 
be for a few days to come, inquiring why certain people 
sold gilt-edged securities. In all seriousness though, can 
you tell me why more people did not sell gilt-edged 
securities? (After a pause): Perhaps that is going a step 
ahead. Was not a rise in the Bank rate just the sort of 
thing which one would expect to meet the situation? — 
Well, no. If I may give my views, there had been for 
some considerable time an apparent reluctance on the part 
of the Government to increase the Bank rate. 

5089. That is what I suspected might 'be your answer? — 
Moreover, there was I understand — and I am not fully 
conversant with these matters — a necessity for the Govern- 
ment to have a large funding operation in October which 
the rise in the Bank rate would make extremely difficult. 
So that although there was a pure economic reason for 
raising the Bank rate, and I myself had formed the view 
that it ought to be done, I certainly had no great certainty 
that it would be done. 

5090. Then there was the meeting with the Chancellor 
of the Exchequer, and when that was over you went down 
to the Economic Secretary’s room and there you were 
handed a document? — Yes. 

5091. By one of the secretaries? — Yes. 

5092. We have seen the document, and it has been 
identified. What I want to get is the impression of what 
you did with it. First it was handed to yon. Did you 
read it through? — No. 

5093. From beginning to end? — No. 

5094. Do you think you turned over the first page and 
looked at the second page?— I should think almost 
certainly. 

5095. Was it sort of automatic, just looking at it and 
handing it over to Mr. Dear? — Yes. 

5096. Or did you read it through? — No. I saw what 
it was and it was what I expected it to be, and I did not 
check it in detail to see if there was discrepancy in it 
between what the Chancellor of Ihe Exchequer said and 
what was written here. It was a draft of the Chancellor’s 
statement which was what I expected and I saw what it 
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was, but I was expecting it, and I gave it to Mr. Dear 
like that. 

5097. You did not appreciate that one page was shorter 
than the other? — I had never heard it suggested that one 
page was shorter than the other till I heard the Attorney- 
General refer to it in his opening at this Tribunal, although 
I had in fact seen the document at a later date before it 
was given to the Lord Chancellor. 

5098. If the pages were the same length, but the second 
page had at the foot “ 9. (Paragraph to foe added) ” you 
would not remember that? — I am sorry, I did not catch 
the question. 

5099. The other alternative is that they were the same 
length, but that at the end of the second page were the 
words “ 9. (Paragraph to be added) "? — As far as I am 
concerned that might well foe true. 

5100. You would not know? — I would not know. 

5101. You did not look at it with sufficient care?— No. 
But the document was given to the Lord Chancellor. The 
document that was given to me, t'he actual one, was given 
to the Lord Chancellor, so whether it was or not would 
have been established, perhaps, by him. 

5102. You remember that article that we have heard 
about under the heading “ Ephraim Hardcastle ”? — Yes. 

5103. Did you see that at the time? — Yes. 

5104. We know the sort of items that appear there, but 
what impression did they make upon you at the time? — 
Well, I had been told as a rumour through the Press 
Department, Central Office, that questions were going to be 
asked with the object of bringing out my name in a 
supplementary question, and as many of the names of the 
companies which I was associated with that they could 
work in. That was the rumour that was passed to me. 
On I think the 1st November — may I look at my diary 
again? ( After looking at diary): On the 31st October or 
the 1st November an article appeared in the Daily Express 
giving three questions that were going to be asked by Sir 
Leslie Plummer. Those questions were on the lines that 
I had been led to believe might toe asked. 

5105. That is about the brief being handed out? — Yes, 
it is three parliamentary questions. I was a little surprised 
because the article said 'that the questions had been put 
down, and I was not aware that it was possible to put 
down questions until the new session of Parliament had 
been opened, but as the report in the paper substantially 
confirmed the information, the gossip information, which 
I had had, I was not particularly surprised. When I saw 
the article on the morning of Sunday the 3rd, I was not 
surprised either. 

5106. You read it in a sinister way? — I read it in the 
same way as Sir Leslie Plummer, and I commented on it 
to people I was with on that day. 

5107. And you read it in that way having regard to the 
rumours you knew were circulating? — And the statement 
that had been in the Daily Express two days before. 

5108. Mr. Milner Holland: I want, if I can, quickly, 
to get at your reaction to your interview -with the Chan- 
cellor of the Exchequer. He told you the substance of 
what his statement was going to be? — Yes. 

5109. Your view, I gather, for a long time had been that 
the right course, or one of the right courses, was an 
increase in Bank rate? — That is rather an over-simplifica- 
tion. It was a rather confused general view, which one 
has on these matters. I had thought that amongst the 
measures which ought to foe taken was a rise in the Bank 
rate. I thought it might foe necessary to widen the exchange 
rate of the pound. I had thought that .there might be 
other leaks, as there was with the dollars going through 
Kuwait. It is in that relation. 

5110. I quite follow. I have over-simplified it. You 
really wish to say that a rise in the Bank rate was one of 
the measures which you thought ought to be taken?— Yes. 

5111. You also thought, did you, that the Government 
would do it?— I thought the Government might do it. 

5112. In the field which the Chancellor was discussing 
with you, the possibility of a rise in Bank rate was highly 
relevant, was it not? — Yes. 

5113. Did you ask no question?— No. 

5114. Did you feel that it was a matter of delicacy and 
that is why you did not ask questions? — I thought it would 
be improper. 

5115. You had in mind had you — I do not know ; 
perhaps you had — that constitutionally it is a matter for 
the Governor of the Bank of England?— I knew that. 

5116. You thought it would foe improper for that reason, 
or because you thought you ought not to ask a question 
on a matter of such delicacy?— I had two staff of the 
Research Department with me, and I do not think that if 
the Chancellor was going to do so he would wish to tell 
me. It would foe embarrassing. 
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5117. You did ask some questions of him? — Only of a 
very general nature. 

5118. Just generally, to elucidate the statement? — 
Mostly in relation to the restriction on the issue of Trea- 
sury Bills. May I say something?' 

5 1 19. Yes. — I am not all that conversant with these sort 
of matters, and when a statement is made about them it 
takes me a little time to consider it. I was, as has already 
been said, on this particular day wholly preoccupied on 
another less important, but to pie extremely important, 
matter and therefore I was not really thinking too much 
about this at all, I am afraid. 

5120. Is it possible for you to answer truthfully now 
what your reaction would have been if you had seen at 
the bottom of this document space for an additional 
paragraph to be added? I am not going to press this 
question — iwe may have to guess. Can you say now what 
you think would have been your reaction if you 'had seen 
at the end of this document that there was another para- 
graph to be added? — I should have had to read the docu- 
ment with much greater care than I did, and to have taken 
it away and think about it before I came to any sort of 
sensible conclusion about it. I am quite convinced that if, 
in fact, the moment the document had been handed to me, 
it had still had this at the bottom, I would not have taken 
that to mean anything particular. 

5121. Let us put it one other way. It may not be of 
great importance, but I would like to get your reaction. 
Assume, as I expect you did at the time, that the written 
document substantially contained the measures that the 
Chancellor had indicated to you in outline, and assume 
that you became aware by seeing “ paragraph to be 
added ” that there was something else going to be said 
as well? — Yes. 

5122. What would you have expected that to be? — 
I do not really know. If I said anything, I should be 
making it up. 

5123. It is a hypothetical question. I am not assuming 
that you saw “9. (Paragraph to be added).” You might 
have done, you might not? — I definitely did not. 

5124. I am not, for the purpose of this question, making 
an assumption one way or the other? — It would be being 
very wise after the event for me to say that had I seen 
that paragraph I would, of course, have thought of the 
Bank rate. It now seems a very reasonable reaction. 
1 am sure that I could not possibly have said so then. 

5125. I will only put one last point to you. It is really 
about the same thing. Someone, I forget now who, on 
hearing what the Chancellor was proposing to do, 
described it as “ Hamlet without the Prince of Denmark.” 
—Yes. 

5126. Would that have been your reaction? — Well, it 
was not quite my reaction. My reaction when I heard 
what the Chancellor said was almost identical with that 
of Mr. Fraser who commented on it. We were con- 
cerned with the publicity of this, we were not concerned 
as to whether it was right or wrong. It is not part of my 
business there to give advice or to be consulted as to 
whether I approve. My job was to give the best possible 
publicity whatever we thought, and when I looked at it 
I just wondered, my first reaction was, “ How are we going 
to make anything new of this?” 

5127. Mr. Veale: When Sir Harold Warner asked you 
whether these new proposals meant any change in the 
Bank rate you said you did not, but that some people 
thought it might, and you told us that you had in mind 
chiefly yourself. Can you catalogue for me quite shortly, 
what were the factors in your view which might make 
it likely that the Bank rate would go up? — May I tell you 
at a little length, because it is difficult for me to say it 
briefly. At the end of July I was extremely concerned 
about the inflationary condition of the country, particularly 
in relation to the political situation, and I had conversa- 
tions on that subject, reporting my concerns to the Prime 
Minister in August. I was aware, as a result of those 
conversations that the Prime Minister was' concerned and 
would take action. Although I knew of the sterling 
problems of India and other matters of that kind, it was 
not until the first week in September that I fully 
appreciated the pressure that was being put on the pound 
from outside. Therefore, I had been giving, in a loose 
way, a considerable amount of thought to what should be 
done, although it was no responsibility of mine. I was very 
concerned that what was done should be enough because 
of the political repercussions, and it seemed to me, I 
knowing that the Chancellor was going to the Inter- 
national Monetary Fund Meeting on the Thursday — I 
knew that some ten days before — that something would be 
done before he went, and I had in fact thought that the 
Bank rate might well have been raised the week before. 
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I also thought that it might be necessary to widen the 
exchange rates, and I think I thought that was more 
likely than the Bank rate. As in the normal course of 
events I was aware during that ten days that the Cabinet 
was meeting, that the Chancellor was having discussions 
with various people — I know that when I wish to see a 
Minister more or less when I can see him and when I 
cannot — and I felt it would be quite improper for me to 
discuss it. So that I did not discuss these matters with 
anybody for at least ten days, and I did not in fact discuss 
with Mr. Alderton, for that reason, his suggested purchase 
of £50,000 on Monday, the 16th. Although I had no 
knowledge, I had a loose view, and it was for that reason 
that when Sir Harold Warner said to me : “ Do you think 
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the Bank rate is going up?” or “ Does this mean the 
Bank rate is going up?” I said quite truthfully: “I have 
no idea,” or “ no knowledge," and then 1 went on to say 
that : “ Some people . . .” It was just a convenient way 
of shuffling out of a rather awkward question. 

5128. In your contacts at the beginning of September, 
was the question of a rise in the Bank rate a common 
subject of conversation? — I would not have said a com- 
mon subject of conversation, no. I would have said that 
it was a possibility that those who were concerning them- 
selves with this thought it was an appropriate method, 
but there were the other reasons which I have already 
said why some people, or at least, why I thought, it 
possible that the Government would not do it. 



Re-examined by Th 

5129. At the time you were handed that statement was 
there any gossip, or discussion, about a possible increase 
in restrictions on hire-purchase? — I am afraid I do not 
quite understand the question. 

5130. You were handed that document, that paper? — 
Yes. 

5131. The one you have there? — Yes. 

5132. At about that time can you recollect whether 

(The Witne 
(Adjourned fc 



i Attorney-General 

there was any discussion, or forecast in the Press, about 
a possible increase in hire-purchase restrictions? — I can- 
not remember specifically, but those people who thought 
something would be done could only have thought that 
whatever was done was going to be restrictionist and not 
expansionist, and that was, in fact, one of the things that 
might have been done of a restrictionist nature, but I 
cannot recall specifically having heard it. 

•s withdrew.) 
r a short time.) 



The Attorney-General-. I call Lord Bicester. This is A.3. 



Lord Bicester, sworn 
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5133. Are you Lord Bicester? — I am. 

5134. Are you the Chairman of Morgan, Grenfell & 
Co.? — Senior Director ; we do not have a Chairman. 

5135. Of 23, Great Winchester Street, London? — Yes. 

5136. Are you a Director of the Bank of England? — 
Yes. 

5137. Of Shell?— Yes. 

5138. Of Vickers?— Yes. 

5139. Of Associated Electrical Industries, Ltd.? — Yes. 

5140. And of some other companies? — Yes. 

5141. Are you a member of the Committee of Treasury 
of the Bank of England? — Yes. 

5142. I want you to come to the 16th September, 1957. 
At about 12 o’clock on that day did you see the Governor 
of the Bank of England? — I did. 

5143. Did he tell you about his discussions with the 
Chancellor of the Exchequer? — Yes. 

5144. Did he tell you what he proposed to do subject 
to the Chancellor’s approval? — Y es. 

5145. What did he propose to do subject to the Chan- 
cellor’s approval? — Raise the Bank rate by 2 per cent. 

5146. On what date? — On the following Thursday, the 
19th. 

5147. Did you attend the meeting of the Committee of 
Treasury the week before? — Yes. 

5148. Was there a general discussion at that meeting? 
— Yes. 

5149. Was there mention made of the Bank rate at that 
meeting? — General discussion regarding it in conjunction 
with what was happening. 

5150. And in relation to the Bank rate?— Not as to 
the amount it should be raised. 

5151. But discussion as to the possibility of raising it? 
—Discussion of the possibility of raising it. 

5152. And the propriety, I suppose, of raising it in the 
circumstances existing then?— Yes. 

5153. On the 18th September were you present at a 
meeting of the Committee of Treasury of the Bank of 
England at half past 12? — Yes. 

5154. Did the Governor then recommend to the Com- 
mittee that the Bank rate should be increased from 5 per 
cent, to 7 per cent.? — Yes. 

5155. Was that recommendation approved?— Yes. 

5156. During the period preceding the 18th September 
did you have any discussion or conversation with Lord 
Kindersley on the subject of a rise in the rate?— No. On 
the Tuesday, the 17th I had a discussion ; that was the 
only one. 

5157 We will come to that: on the afternoon ot Tues- 
day 17th, did Lord Kindersley telephone to you?— He did. 

5158. Did he ask you whether you could meet?— Yes. 

5159! Did you tell him that you would be passing his 
office on your way back from another meeting in the 
City?— Yes. 



5160. At about half past 4? — Yes. 

5161. And that you would call and see him? — Yes. 

5162. Did you call and see him? — I did. 

5163. What did Lord Kindersley say when you saw 
him? — We discussed the matter as two Directors of the 
Bank of England regarding the effect of what _we thought 
was probably going to happen on the Vickers issue which 
my firm at that moment had underwritten the market. 
Lord Kindersley, I think, was worried about the question 
of the effect it would have on the market for further issues 
that would probably be coming fairly soon if the under- 
writers were left with a substantial part of the under- 
writing they had taken and it might be difficult, until that 
“ indigestion ” was got over, to do further issues. 

5164. Can we try and see, according to the best of your 
recollection, exactly how that meeting started and how 
it carried on. You have supplied a statement, I think?— 
Yes. 

5165. I want to take you through that first of all, if I 
may. Did Lord Kindersley say he wished to speak to 
you about the Vickers issue? — Yes. 

5166. When you went into his room? — Yes. 

5167. Which, of course, Morgan, Grenfell were doing 
at that moment? — That is right. 

5168. Had you signed up with Vickers at half past 2 
on Monday, 16th September? — Yes. The meeting was at 
half past 2 : I suppose we actually signed it about quarter 
to 3. 

5169. Had offers of sub-underwriting been posted to the 
various sub-underwriters that evening? — Yes. 

5170. So on the Tuesday morning, 17th September, would 
all the various sub-underwriters have received particulars 
of the issue? — Yes, unless there was delay in the post. 
Normally they should have received them. 

5171. Would they have been in process of either accept- 
ing, considering or refusing the offer of sub-underwriting? 
— Yes. 

5172. When you saw Lord Kindersley was the sub- 
underwriting largely completed? — Yes. 

5173. Was it finally completed on the 19th September? 
— Yes. 

5174. Did Lord Kindersley, after saying he wanted to 
speak to you about the Vickers issue, go on to say that 
in view of what both he and you knew was probably 
going to happen, he was fearful that the issue would be 
entirely left with the sub-underwriters? — Yes. 

5175. Are you sure that he used the words “entirely 
left with the sub-underwriters”? — No, I could not swear 
to that, but that was my impression of what he had said. 

5176. And that owing to its size this would cause “in- 
digestion ” in the market for new issues for some con- 
siderable time? — That is right. 

5177. Did he say that he wondered if there was any 
way in which the issue could be postponed ?--Yes. 
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5178. Did you say you did not see how this could be 



done? — Yes. 

5179. As Morgan, Grenfell & Co. were already com- 
mitted to Vickers? — Yes. 

5180. And as by Tuesday evening the large majority of 
sub-underwriters had accepted the offer of sub-under- 
writing? — Yes. 

5181. Did you say the only people who could possibly 
postpone the issue would be the Directors of Vickers? — 
Yes. 

5182. Did you say that this would be an impossible 
decision for them to take without consulting the share- 
holders, as the Company was now sure of the money? — 
Yes. 

5183. Did you say that you felt that there was nothing 
that could be done about it? — Y es. 

5184. And after a further conversation did Lord 
Kindersley agree with your views? — Yes. 

5185. Had the more substantial underwriters been 
approached by Morgan, Grenfell & Co. a week before the 
16th September? — Yes. 

5186. And did you know that they would accept what 
was offered to them? — Yes. 

5187. Otherwise you would not have committed Morgan, 
Grenfell on the 16th September to underwrite the whole 
issue? — Yes. 

5188. At the time you spoke to Lord Kindersley was 
it possible to postpone the Vickers issue? — No. 

5189. Did Lord Kindersley express concern with regard 
to any underwriting commitment of any companies with 
which he was associated? — None whatsoever. 

5190. Was his concern about the general (as he ex- 
pressed it) effects on the City? — Entirely. 

5191. Because he considered that new issues would have 
to be postponed for a considerable time? — Yes. 

5192. You were aware, I think, that the Royal Exchange 
were participating in the underwriting of the Vickers 
issue to the extent of £618,900? — Yes. 

5193. Has Morgan, Grenfell invited the Royal Exchange 
to sub-underwrite a number of new issues? — Yes. 

5194. Is a commitment of £618,900 quite usual for 
them? — Yes. 

5195. Apart from your discussion with Lord Kindersley 
to which you have referred, have you discussed the raising 
of the Bank rate with any other person except the Direc- 
tors of the Bank of England who were present at the 
meetings you attended? — No. 

5196. Had you discussed it with any others before the 
19th September? — Never discussed it with anybody. 

5197. Before the 19th? — No. 

5198. Have you ever used any knowledge that you 
acquired as a' Director of the Bank of England for the 
purpose of financial gain to yourself or the companies 
with which you are associated? — No. 

5199. Or to avoid incurring a loss? — No. 

5200. So far as you are aware, were any of the com- 
panies with which you are associated engaged in any finan- 
cial transactions on the Stock Exchange during the week 
preceding the 19th September? — No. 

5201. Apart from Morgan, Grenfell & Co.? — No. 

5202. Did Morgan, Grenfell carry out various purchases 
and sales on behalf of clients? — Yes. 

5203. I think the most important was the sale of gilt- 
edged of £2, 000-odd on the 19th September, and £2,500 
Savings Bonds on the 18th September? — And a purchase 
of £50,000, I think, on one of those days for the same 
client. 

5204. I was coming to that. There were those sales on 
the 18th and 19th and on the purchase side were £50,000 
3 per cent. War Loan purchased on the 16th September? — 
Yes ; they were all three transactions for the same client. 

5205. Were you consulted by any of the companies you 
are associated with in regard to any change of investments 
during that period? — No. 

5206. Did you engage m any dealings on your own 
account on the Stock Exchange during the week preceding 
the change of rate? — No. 

5207. Apart from the sale of some shares (not gilt-edged) 
in your father’s estate?— That is the only transaction. 

5208. 1 think that has taken you through the statement 
that you have very kindly supplied. Now I want to ask 
you one or two questions. Of course; you made no note 
of your interview with Lord Kindersley at the time did 
you?— No. 

5209. I gather from what you have said that you cannot 
recollect the precise words he used in the interview?— No 
I cannot. 
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5210. What you have done is to give the Tribunal the 
effect of what he said as accurately as you can? — That is 
right. 

5211. " And you had no doubt in your mind, had you, 
that he was saying that the whole of the Vickers £30 
million issue would be or might be left in the hands of 
the underwriters and sub-underwriters? — Yes. 

5212. Ware you surprised when Lord Kindersley raised 
this topic with you? — No ; as one diireotor of the Bank of 
England to another, I think it was a question of dis- 
cussing the market and the interests of the City generally. 

5213. Had you raised this subject of the Vickers issue 
with the Governor of the Bank of England yourself? — 
I had not raised it. The Deputy Governor rang me up 
about it on the Monday night and I just said : “ It is 
unfortunate ; nothing can be done ”. 

5214. You had seen the Governor on the 16th at 
12 o’clock? — Yes. 

5215. Did you say to him then: “How very unfortu- 
nate, having regard to the Vickers issue” or anything 
like that? — I did not mention it. 

5216. Did you realise then that nothing could be done? 
— Without disclosing facits about the Bank rate, no. 

5217. That was pretty obvious to anyone, was it not? — 
Yes. 

5218. Right from the 16th it was quite obvious that 
nothing could be done about the Viokers issue? — That is 
right. 

5219. If that was so obvious on the 16th, were you not 
rather surprised when Lord Kindersley came to discuss 
'that topic with you on the afternoon of the 17th? — No, 
I do not think so, but I think it could have been referred 
back to the directors and brought up at the special 
meeting which was called to create the shares. I think 
it would have been unfortunate, but it could have been 
done without disclosing. That would have come after 
the Bank rate rise. 

5220. Let me see if I follow ; I am not sure that I do : 
referred to the directors of Vickers? — If the directors of 
Vickers had put it up to the shareholders of Vickers 
whioh could have been done at the meeting which had 
already been called for a later date, after the date on 
which the Bank rate was going to be raised, I suppose 
the shareholders might have said: “All right, we will 
give up the money which we have already got and wait 
a little longer” but it would be very unusual, and I 
personally, as a director of Vickers, if 1 had been 
consulted, would have been against it. 

5221. Vickers had already made sure of getting the 
money by getting the whole issue underwritten by 
Morgans? — That is correct. 

5222. It was absolutely obvious to anyone really, was 
it not, that nothing could be done before the 19ith with 
regard to the shareholders and directors of Vickers? — 
I suppose if the Governor had wanted to slop it, he could 
have stopped it because the Bank of England gives you 
permission as to the rate on which you can do these 
things, and in this case we had obtained permission 
early in August as to the date on which the issue could 
be made. I suppose that permission could have been 
withdrawn, but again it would have disclosed to every- 
body What was in the wind. 

5223. If the Vickers issue had been postponed, would 
that have released Morgans from their obligation to 
underwrite the whole issue? — Certainly. 

5224. And would have released the sub-underwriters? — 
That is right. 

5225. What would have been the likely effect then on a 
fresh Vickers issue after the Bank rate announcement? 
Would it have had to be on fresh terms?— I should think 
the loan stock would have been very nearly on the same 
terms, and the ordinary shares probably a little lower. 
If you can take the market today as an indication, the 
loan stock, of course, has recovered and it is at premium 
now, but the ordinary shares are Is. 6d.-ls. 9d. discount, 
but that is not necessarily entirely affected by the rise 
in the Bank rate, of course. 

5226. But looking back, if you can, at the position as 
it was on the 17.th December, what would you have said 
•then, knowing as you knew that the Bank rate was likely 
to be increased on Thursday? — I would not have liked 
ito forecast what the market would do. I would have 
had to see the market again. 

5227. But would a Vickers issue have been oossible 
m your view at that time after the Bank rate increase. 

on the same terms as the issue then being made? 

Certainly possible at some price. 

5228. Did you think that the possibility would almost 
certainly have been that Vickers — I am not sure this is 
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the right way of pulling it — would have had to pay more 5229. Wind sort of period do you mean by “ some 
lor their money? — Yes. unless they had postponed it, considerable period ’’ — (twelve months? — No, 1 should have 
of course, for some considerable period. thought somewhere about now, possibly. 



Cross-examined by Mr. MacKenna 



5230. I wand to ask you a few questions on behalf of 
Lord Kiindersley. Lord Kiindersley is not a member of 
the Committee of Treasury of the Bank of England, is 
he?— No. 

5231. But you are? — I am, yes. 

5232. You told miy Lord and his colleagues that Lord 
Kiindersley oame to see you on the 17th ; is that right?— 
r went to see him. 

5233. You went to see him as a result of his getting 
in touch wiiith you that day? — Yes. 

5234. Did you. see anything in any way improper in 
Lord Kindersiey coming to talk over with you the subject 
which he did talk over with you on the 1 7ith? — I con- 
sidered it entirely natural. 

5235. 1 think you told my Ix)rd that Lord Kindersley’s 
anxiety was in relation to the future issues which would 
be coming on the market in the City, and not in relation 
to any commitment which Lazards or any of his other 
companies might be concerned in? — It never crossed my 
mind that there was any question of commitment at all 
entering into the conversation. 

5236. Hiis anxiety was ? — 1 think the word 

“ anxiety ” is a little strong too. 

5237. Perhaps 1 should not have used it? — 1 think it 
was a very natural thing for one director of the Bank 
of England to discuss with another, viewing the situation 
in the City generally. We frequently talk to each other 
about these things — not this subject, but it is common 
practice in all the City houses for the heads of the firms 
to get together, if there is anything, and talk about it. 

5238. I quite understand from your evidence that things 
had gone too far in this case for anything to be done 
about it? — That is right. 

5239. But did it strike you as a resonable view of Lord 
Kindersley’s that if the Vickers’ issue did fail that might 
have a bad effect on the market for future issues.? — Yes, 
certainly. 

5240. Was the amount for which Lazards eventually 
participated an abnormally large amount for a concern 
of the importance of Lazards? — No. You will find that 
the amounts of different houses of that sort of size are 
probably identical all the way through the list No, it 
was not abnormal. 

5241. It has been suggested by the Attorney-General 
that Lord Kindersiey, and indeed everybody, must have 
known by Tuesday, the 17th September, that things had 
gone too far, had reached the point where there could 
be no going back. I just want your help about that? — 
I think that is correct, except that it cannot hurt for two 

By The 

5251. Chairman: Could you help me on one or two 
matters? Of course you have been associated with the 
Bank of England for a number of years? — About four. 

5252. Can you tell me how many are there on the 
Committee of Treasury?— There is the Governor, and 
Deputy Governor, and five others. 

5253. Can you give me their names? — Yes, Sir John 
Hanbury-Williams, Basil Sanderson, Sir George Bolton, 
Mr. Eiey and myself. 

5254. Going to a different matter, you have told us that 
on the Monday, the 16th September, with a view to 
Morgan Grenfell underwriting they, in turn, consulted a 
number of people to see if they would take sub-under- 
writing? — That was a week before, verbally. 

5255. Yes, a week before the 16th September. Are 
there definite people that Morgan Grenfell’s would go to 
for that purpose, a list of people? — I think if you take the 
sub-underwriting list of any issue it would be 90 per cent, 
the same in each case. 

5256. I may take it that Lazards and the Royal 
Exchange would be on the list? — Yes. An approach is 
made by the broker employed by us, not by ourselves. 

5257. I suppose, although there is no legal commitment 
at that stage, if they tell Morgan Grenfell “ We will take 
£X of stock” that is as good as a legal agreement? — 
They would never go back on it 

5258. Of course, Morgan Grenfell would act on that 
basis?— We do. 

5259. So whatever Lord Kindersiey knew, or did not 
know, when he spoke to you on the 17th September, both 



colleagues on the Bank to discuss if there are possible 
ways in which .it might be deferred. 

5242. I quite follow you knew things had gone too far 
because your company, Morgan Grenfell & Co., had signed 
the contract on the 16th? — That is correct, and as far as 
Lord Kindersiey is concerned, all he knew was that they 
had been offered a sub-participation of underwriting both 
at the Royal Exchange and at Lazards. He had not the 
knowledge that I had about the other part. 

5243. If one might be a little more precise about it, 
is it possible that Lord Kindersiey, when he spoke to you 
on the 17th, did not yet know that that participation 
had been formally offered to Lazards? I think we have 
been given the 17th as the date when that was formally 
offered? — I do not know what happened in Lazards’ 
office that morning, but normally the letter would have 
conic through the post on the Tuesday morning. 

5244. And you do not know one way or the other 
whether that matter had yet been brought to Lord 
Kindersley’s attention? — I have not the faintest idea. 

5245. I think we have been told that the price at which 
the shares were going to be offered to the public was 
33s. Od. for the ordinary shares? — That is right. 

5246. Had the price of the Vickers’ shares been falling 
during August and September, do you remember? — I can 
tell you in a minute. I cannot remember what happened 
in August. ( Consulting document) : The price of Vickers’ 
shares on 17th .September was 37s. Od. On the 18th they 
fell to 35s. 6d. after declaring an interim dividend of 
2-j- per cent. They were 34s. 6d. on the 19th, when the 
Bank rate changed. 

5247. You arc getting fairly close to the 33s. Od,, which 
was the price at which they were offered to the public? — 
They fluctuated : 32s. 6d., 33s. Od.. 33s. Od., 33s. Od., down 
to the day of the meeting, which was the 2nd October, 
when they were 33s. Od. They went ex rights on the 
3rd October at 32s. 9d. 

5248. I-Iad the price of Vickers’ shares been higher 
than the figure of 37s. 6d., that you mentioned? — Yes, 
before. 

5249. Considerably higher? — I cannot remember 

actually, but it must have been considerably higher. I 
mean, if we fixed the price at 33s. Od., it probably was 
37s. Od. or 38s. Od., but I cannot remember. 

5250. I am told, though I have not myself seen it, 
that the Times on the Friday of that week, that is, Friday, 
20th September, in its financial columns, had a suggestion 
that the Vickers’ issue ought to be cancelled in view of 
the Bank rate change. Is that right? — That is quite right. 

Tribunal 

Lazards and the Royal Exchange were committed? — 
Morally, certainly. 

5260. I still do not understand: of course, it is, as you 
say, very natural that two colleagues, both directors of the 
Bank of England, should discuss this matter, but what I 
do not follow is the idea of the Vickers issue being can- 
celled. Although theoretically a possibility, it was quite 
impractical, was it not? — I think you are quite correct. 
On the other hand I do think with this situation that had 
arisen and come to a head rather quickly, the flight from 
sterling, that I think it was normal to discuss the question 
whether or not such a thing could be done, and after 
talking to Lord Kindersiey we both agreed it could not 
be done. 

5261. But you had no doubt about it from the moment 
it was mentioned ; you realised it was quite impossible, 
did you not?— Yes, I think I did. But you see I am not 
sure whether Lord Kindersiey knew that Morgan Grenfell 
were committed. 

5262. He might not have known that you had fixed up 
the underwriting at 2.30 the day before? — No, he might 
not. You see, we might have offered him sub-under- 
writing in the form of a letter without saying we had 
committed ourselves. I regret to say I cannot know what 
was in our letter, but we write a covering letter to our 
brokers acting for us, and he writes further letters to all 
the sub participants. 

5263. In fact, once you had underwritten — that is to 
say when Morgan Grenfell had underwritten, there was 



Printed image digitised by the University of Southampton Library Digitisation Unit 



138 



Lord Bicester 



9th~ December 1957 



an end of the question of cancellation? — As far as we 
were concerned we were committed. 

5264. That is why I do not follow the suggestion that 
■the directors of Vickers should have done anything about 
it? — They were the only people that possibly could. 

5265. And if they did ?—' They could not do it with- 

out approaching their shareholders. 

5266. And the shareholders were certain of their 
money?— Certainly. 

5267. And the company was certain? — Certainly. 

5268. And if it went off, nobody knew on what terms 

they would be able to raise money in the future? — That 
is right. . 

5269. When was the issue to be made? Was it the 24th 
September? — The 2nd October was the date of the 
meeting that had to be held before anything had actually 
been issued, because they had to authorise an increase 
of ordinary capital before the loan stock could be issued, 
so the whole thing was tied up with the meeting that was 
held of the company on the 2nd October and everything 
was posted that night. 



5270 Mr. Milner Holland : You had no doubt that 
Lord Kindersley’s anxiety was that there would be trouble 
because the whole issue would be left with the sub-under- 
writers?— I do not think trouble, I think more that there 
would be “ indigestion ” and that that would delay further 
issues which were probably coming fairly soon. 

5271. I suppose the whole issue was not sub-under- 
written, was it— Morgan Grenfell kept some, did they?— 

5272. How much was sub-underwritten roughly? — I 
think we kept just over half a million pounds’ worth. 

5273. And the rest you sub-underwrote?— Yes. 

5274. Mr. Veale: You say that the more substantial 
underwriters had been approached by Morgan Grenfell a 
week before the 16th September. Was the Royal Exchange 
one of those more substantial underwriters?— Yes. 

5275. Then on another matter entirely, in your four 
years at the Bank of England, have you ever yourself felt 
that knowledge you have acquired at the Bank was an 
embarrassment in your other interests? Slightly, some- 
times. 



(The Witness withdrew .) 



Mr. Winn : I will call Mr. Brand whose statement is venient to mention that E.12 and E.15 are both tabula- 
E.2, with a supplementary one E.2 (a). It might be con- tions that may be referred to. 



Mr. Thomas Henry Brand, sworn 



Examined by Mr. Winn 



5276. Mr. Brand, what are your full names? — Thomas 
Henry Brand. 

5277. Have you been one of the managing directors 
of Lazard Bros, for over 26 years? — Yes. 

5278. That business includes, does it, the acceptance of 
receipts, of deposits from customers and a general accept- 
ance house business? — I think the acceptance house part 
is far more important than the other. 

5279. You put that as the most important? — Yesi, on 
the banking side that is. We have an issuing business 
as well. 

5280. May I take that point from you immediately. In 
the course of your issue business, do you, from time to 
time, for that purpose in relation to particular issues have 
money accumulating temporarily? — Yes, when we are 
actually issuing and receiving the subscriptions. 

5281. That is bound to affect the balances temporarily? 
— Yes. 

5282. That is of importance when we come to look 
at your figures? — Yes, on certain weeks, it is. 

5283. Is it the practice of Lazards to conduct their day- 
to-day affairs through seven managing directors? — Yes. 

5284. Could we have the names of those managing 
directors? Lord Kindersley is one of them? — Lord 
Kindersley, Mr. Percy Horsfall, Mr. Marris, Mr. Macart- 
ney-Filgate, Mr. Meinertzhagen and Mr. Godfrey Phillips 
and myself. 

5285. Those are the seven. In addition, are there six 
other directors including Mr. Oliver Poole, but do those 
other six normally attend only the monthly Board Meet- 
ings? — Yes, that is to say except two of them are either 
in Paris or New York, and very seldom attend Board 
Meetings at all. 

5286. But it is really the seven managing directors who 
are likely to be found concerning themselves on any one 
day with the company’s affairs? — Bntiireliy so. 

5287. Is it the practice for as many of those seven 
managing directors, as can conveniently arrange to do 
so, to meet in the course of the morning at Lazards? — 
Yes. 

5288. Do you have a formal meeting in the sense in 
which a Board .Meeting is held, sitting round the table, 
or is it more an informal exchange of views? — Well, it 
starts occasionally as an informal exchange of views be- 
tween the managing directors and then we get through 
the heads of departments with whatever decisions have 
to be made about current business. 

5289. You have them in, do you, to make reports if 
necessary? — Yes. 

5290. And to give them instructions? — That is right. 

5291. I dare say that from time to time some particular 
topic develops greater importance than had been antici- 
pated in the course of your talk together? — I think that 
is certain, but I think it is equally certain that it would 
not be recorded in the Minutes. 

5292. That is rather what I was leading to. It is the 
sort of informal discussion of experts who, from time, to 
time, find their attention concentrated upon something 
which seems to be important? — That is right. 



5293. And whilst an attempt is made to make a 
thorough record, would you accept the possibility that the 
records may sometimes be a little incomplete?— As far 
as action by heads of departments, I doubt if they are 
incomplete. As far as our thoughts go, they are incom- 

^ 5294. You are carrying a great deal of it in your head 
and memory; is that right?— Yes. . 

5295. Are you all men accustomed to carrying affairs 
in your heads and dealing with them quite quickly by 
exchange of view ? — 1 am afraid so. 

5296. Is that right?— Yes, very much so. 

5297. Is it very important in such a business as yours 

to keep your eye, all the time, on the relationship which 
exists between available money, if I may use that loose 
term for the moment, and money which may leave you 
quickly, because customers may call it away from you ? — 
That is important. I think you have got always to bear 
in mind that we have millions of pounds of bills out- 
standing with our name on them, and .that that is prob- 
ably the greatest goodwill asset we have, and it has to 
be protected by visible strength. . 

5298. There must never be any breath of doubt about 
the validity of your note? — Of the acceptance, no. 

5299. But is it sufficiently precise for the present pur- 
pose to regard monies on deposit with you, as roughly 
comparable with the monies that we ordinary minor 
customers have on current account credit occasionally with 
our bankers? — I am not sure that I understand that. 

5300. Let me put it again. I am speaking of such an 
historical event that I am not sure that I remember it 
clearly. I think there was a time when I had a credit 
on current account with my own bank. If that was so 
once, I was then entitled to write a cheque and draw the 
money at once, was 1 not? — That is right. 

5301. When customers have money on deposit with you, 
apart from some special arrangement that notice of seven 
days or more must be given, such customers can draw 
the money away from you? — On demand. 

5302. Demand, or on the agreed notice ; is that right? 
— Yes, that is right. 

5303. In order to be able to meet such possible calls 
on you, you need to keep what I have called available 
money?— Certainly. 

5304. In what form do you keep the money, so that 
in the meantime it may be earning its keep? — There are 
four forms in which we keep it. 

5305. May we turn to the schedule that you have pro- 
vided with your statement. Is one of the forms that which 
is dealt with in column “ A ” of your statement as “ call ” 
money? — Yes, that is the first form. 

5306. Is that money which, mainly to discount houses, 
you lend on terms that it can be recalled at once on 
demand? — My impression is that we have to re-lend it 
every day. I mean that unless you renew it, it comes in. 

5307. But it is money which is on demand, available 
to you? — Yes. 

5308. You get it back? — Next day. 
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5309. And in the .meantime it is earning some interest? 
Yes, quite good interest. 

5310. Then Treasury Bills is another form. You buy 
a bill, and from time to time it reaches maturity and it 
is paid off. Is that right? — Correct, yes. 

5311. And Bank Bills are of similar character, bank 
acceptances, arc they?— Yes. They yield a little more. 
They arc similarly good. 

5312. And column “B” are loans that you make to 
local authorities normally, I think, on seven days’ notice? 
— Yes, never longer. 

5313. We have a column which totals those. Then 
columns “ E ” and “ F ” are two forms, short and longer, 
gilt-edged investments? — Yes. 

5314. And column “ G ” is the deposits which customers 
have placed with you? — Correct. 

5315. The next column shows the percentage of “A” 

to “ D ” expressed as a percentage of column “ G ”? 

Yes. 

5316. These acceptances in the final column are those 
obligations which you have undertaken, that is, your name 
upon Bills? — Yes. 

5317. Before I look in detail at any of these figures, 
will you toll the Tribunal, has there been a practice, not 
perhaps one of the laws of the Medcs, but a practice in 
Lazards to maintain a certain ratio of those available 
monies to the deposits of customers? — Yes. 

5318. What have you aimed at, broadly speaking? — 
Broadly speaking I like 50 per cent, in the first three 
categories, preferably with not much less to local authori- 
ties, and I take notice if it goes to 40. Tn fact, I think 
in terms of figures, but not in percentages. 

5319. You think in terms of the money represented on 
cither side of the balance? — Yes. It is easier. 

5320. So many millions on the one hand and so many 
millions on the other? — Yes. 

5321. I follow. It is not so much a matter of the 
arithmetical percentage? — T think it is easier expressed in 
percentages than lin any other way. 

5322. But you have a kind of “ feel for it ” in the other 
terms? — Certainly. 

5323. During the year 1956, I have, in a table numbered 
E.15, certain instances, certain dates, on which your ratio 
in the sense that we have been speaking of the percentage 
ratio, fell quite noticeably below the 50 per cent. Do 
you have that in front of you? — Yes. 

5324. You see that on the 2nd February, 1956, it was 
down to 35-6, the next week it was 37-4, fell back on 
the 27th March to 35-3, and then on the 28th March to 
31-5 and I notice in July on the 5th, it was 38-9. Apart 
from those instances, broadly speaking, it was well over 
40 and even well over 50 per cent.? — Yes. 

5325. When we look at the material lime with which 
the Tribunal is concerned, August and September, 1957, 
you will probably agree with me at once, the percentages 
were never below 40 ; they are 42 on the 15th August, 
41-63 on the 22nd August, 40-63 on the 29th August, up 
to 43-33 on the 5th September, and on 12th September 
down to 40-72 and then a big jump on the day of the 
Bank rate change to 61-22. I dare say there rriay have 
been some special factors at those dales. Can you recall 
those at all now, or have you had a chance to do so?- - 
On the 1956?. 

5326. In 1956, yes? — On 1956 there are some special 
factors. The first one, which is roughly two weeks in 
February, I think the money coming in for a large 
debenture issue at the end of January, probably concealed 
a rather worse position than that 52-2 which you will see 
on the 26th. When it went out we saw 35-6 and then 
37-4, and we restored that balance by selling £i million of 
gilt-edged. The end of March one we ran through 
because we knew that in the beginning of April we were 
going to get a large sum and there was no need to do 
anything about it. 

5327. Was that money that was coming in from another 
instalment of the debenture issue? — The second instalment 
of the share issue. The last one, the July one was a 
special transaction which was a pretty large ten day loan 
for, I think, £950,000. 

5328. At any rate, those were special situations which 
can be accounted for and occasioned no grave concern to 
your company? — None at all. 

5329. Is it material to you and your fellow managing 
directors, when considering -this matter of ratio or balance 
between monies available and monies callable, to look to 
see whether the deposits are resident deposits or foreign 
deposits? — Well, in a case where sterling is under pressure, 
clearly the answer is yes. I do not think it is otherwise. 
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5330. You say “clearly the answer is yes,” if I under- 
stand you, because if sterling is under pressure then there 
is more danger of foreign depositors panicking and taking 
their money away? — That is right. 

5331. That is panicking, or, of course, operating against 
sterling? — They very often have commitments in other 
currencies than sterling. 

5332. That is rather what 1 meant. Could you glance at 
E.12, if you are familiar with that table. If you are not, 
I will deal with it with Mr. Filgate. It is deposits split 
into resident and foreign? — Yes, I have that. 

5333. I think you would probably like me to bring this 
out before we look at what happened in September? — 
Yes, I think it is important. 

5334. It seemed so to me, with respect, and we ought 
to look at it I think. I do not want to go into too much 
detail, but does it show that the foreign deposits in the 
second column, starting on the 4th July of this year, first 
of all rose a ‘little, some £400,000, then went down half 
a million, then down rather less than £400,000, then down 
about £300,000, down about £400,000, rose a little on the 
15th August, but fell somewhat again between the 15th 
and 22nd, and fell rather badly between the 22nd and 
29th, I think £1,088,000, a fairly substantial slip away 
of foreign deposits then? — Yes. 

5335. Is that right? — Between the 22nd and the 29th, 
yes, just a million. 

5336. Just over a million. Then continuing to fall on 
the 5th September to the tune of about £400,000, a little 
more, and still falling to the 12th September by another 
£700,000?— Yes, that is so. 

5337. Was that a trend that had been noticed by the 

12lh September? — A trend which 

5338. — you had noticed? — Well, I came back on the 
9th, as a matter of fact, having been in Norway, and 
I was fairly well aware what was going on. It was 
certainly noticeable. 

5339. Do you recollect attention being drawn to it, 
for example, on Friday 13th, the money day meeting, to 
that tendency for foreign deposits to go? — Yes, 1 think 
I drew the attention. 

5340. It was something that was regarded as signifi- 
cant? — It had been significant for at least six weeks. 

5341. Can you tell me why the foreign deposits rose 
so quickly by the 19th September? — No, I do not think 
I could. 

5342. Up about £700,000? — I think that after the action 
which was taken, it was certain that the trend would 
stop, and probably they would come back. I think you 
must remember that a lot of these deposits come out 
of freights. They can be left here. They automatically 
increase unless they are taken away. 

5343. They come out of freights earned by shipping? 
—Yes. 

5344. I was only struck rather with the fact that 
£700,000 could hardly have come in after the Bank rate 
announcement at 12 noon? — Very likely not. 

5345. Do you have daily figures? — No. What we get is 
a review of what is going out and what the man who 
runs that part of the business knows is coming in. You 
tend to know more about what is going out than what 
is coming in. 

5346. We may have to come back to that later, per- 
haps. I only wondered at what stage in the week between 
the 12th and 19th, you personally would have been 
aware, if you can remember it now, that so far as foreign 
depositors were concerned, the tide appeared to be flow- 
ing the other way? — I do not think I was aware particu- 
larly, and certainly I would not have been prepared to 
alter my plans merely because they were flowing in. 

5347. I. was not suggesting that. Tt might have been 
only quite casual and temporary, might it not? — Yes. 

5348. I need not look, for any purpose that you have 
in mind, closely at the resident deposit tables, need I? 
—It is sufficient to say .there was not any market fluctua- 
tion between the 4th July and the 12th September? — 
No, very little. 

5349. Now may I come back to your statement? 1 
want you to be sure not to let me overlook anything 
to which you yourself attach importance, but 1. would 
venture to think that we have fairly well covered the 
first half of paragraph 5 of your statement, have we not, 
and I can now look at the figures that you give there 
for the 22nd August and 12th September? — That is right. 

5350. Do you agree with me? — I entirely agree. 

5351. I have done justice to the other part? — Yes. 

5352. May we look again at the table attached to your 
statement. I think I must go back to notice that in 
column ‘ E ’ the short-term gilt-edged investments 
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remained steady at £5,700,000 from the 4th July down to 
and including the 22nd August. That is right, is it not? 
—Yes. 

5353. And the longer investments remained over the same 
period and, indeed, for a little longer at £450,000? — Yes. 

5354. Over that same period of time the loans to local 
authorities in column ‘ D ’ had come down by stages 
from £1 million to just over half a million, that is, 
£550,000. I am looking at the 22nd August? — Yes. 

5355. And Bank bills had remained fairly constant, but 
were a little larger, that is, the money in Bank bills, on 
the 22nd August than at the beginning of July? — Yes, 
but less than before. 

5356. Less than it had been in the meantime? — Yes. 

5357. Call money was about a million less on the 22nd 
August than at the beginning of July? — Yes. 

5358. But there had been no marked change over that 
period, really? — No, very little. 

5359. Deposits on the 22nd August were £10,658,000 
against £11,320,000 at the beginning of the month of 
July. Then one gets a sharp change in the deposits, does 
one not? — Starting on the 22nd. 

5360. Starting on the 22nd August you lose £1,584,000, 
there is a drop of deposits to that extent. I think you 
can take the figures from me?— Yes. 

5361. Was that rather startling at the time? — Well, I 
was not there. I would have said it was startling. 

5362. You got back, as you remind me, on the 9th? — 
I got back to England on the 30th, X think, and to the 
office on the 9th. 

5363. And this drop continued, although not at the same 
rate, in the week from the 29th August to the 5th Septem- 
ber, and continued through to the 12th September? — Yes. 

5364. Let us look ito see what action was taken, fn 
column (e) one sees that between 22nd August and 29th 
August half a million short-term gilt-edged were sold? — 
Yes, and notice given for the half million of local loans. 

5365. They were called in? — Yes. 

5366. Can you tell the Tribunal who decided on that 
action? — I am afraid I cannot. 

5367. We can probably get it from Mr. Meinertzhagen? 
— I am sure you can. 

5368. In effect, if I understand that, that is getting in 
hand in cash £1,000,000, roughly? — Yes, £1,500,000 came 
ih in cash between 27th August and 7th September. 

5369. £1,500,000? — Came in from half a million local 
loans — on 4th September. 

5370. Only £1,000,000? — No, there is half a million of 
gilt-edged sold in August — I had better look it up. 

5371. Between the 22nd and 29th? — There are half a 
million pounds of gilt-edged sold on 27th August, and 
another half million pounds on 2nd September, and notice 
given on the 27th August. 

5372. We were looking at two different dates. We are 

not disagreeing. It was £1,500,000, as you say, between 
22nd August -? — And 4th September, yes. 

5373. And still .the liquidity was not thought to be 
satisfactory, was it, when you came to look at it on the 
13th? — No, not at all. 

5374. You found it to be 40-72? — It is 40-72, with a 
total of only £8,000,000. If you go below £8,000,000, my 
40 per cent, will make very little sense. 

5375. That is what weighs with you? — If they went to 
£7,000,000 I want £3,500,000 anyway in these two columns. 
Your 50 per cent, is a minimum instead of 40 per cent. 

5376. When you get down to those comparatively low 
figures? — Yes. 

5377. For you? — They are other people’s money. 

5378. Can you recall in your own memory what hap- 
pened on the morning of Friday, 13th? — Yes, I can. I 
can remember we had a -brown book, which has been 
referred to, of which I think you have a sheet, which is 
a rough estimate of what our position is at the close of 
business on Thursday, and which shows very clearly on 
the right-hand side of the -book the division between call 
money, on the one hand, and gilt-edged on the other. 
I think Lord Kindersley drew attention to the decline 
in deposits and the decline in liquidity. I said I thought 
we would have to sell some gilt-edged. I do not think 
at that time there was much further comment. There 
certainly was no disagreement on the latter point, and 
that is why I said that I think the words used were 
“common purpose”, or some such thing. It was not a 
decision — may I go back to my statement now? 

5379. Yes. — .When I was listening to the Attorney- 
General this morning he talked of a decision being arrived 
at on this day, whereas I still maintain that it was common 
ground that a decision should be made, but that no 
decision was made to sell gilt-edged on that day. 



5380. I think I follow you entirely. Everybody was of 
one mind, that action was called for, and that that action 
would consist of the sale of gilt-edged securities?— Yes. 

5381 But no decision was taken about the amount that 
was to be sold?— That is exactly the point. 

5382. No decision taken about the time of the sale?— 

Clearly it would be next week. There would be no sales 
on the Friday. , , 

5383. And obviously no decision taken by you Managing 
Directors as to which securities should be sold?— No. I 
think that would be Mr. Meincrtzhagen’s province entirely. 

5384. If I were to say to a friend of mine: “ 1 really 

think I must sell some of my gilt-edged or my equities,” 
he would know quite well that was not going to mean 
more than £50, £60 or £70, but what do you mean by 
“ some gilt-edged ”?— I do not think 1 knew at the time. 
My thought is that we had gone on long enough doing this 
stop-gap business, which is selling quite large amounts of 
gilt-edged and calling loans to repair lost deposits, and 
the obvious thing to do at this stage was to make up 
what amount you should sell, so that virtually, unless 
something more disastrous happened than we had reason 
to believe, we would not be sellers of gill-edged again, 
anyhow during that perjod. . . 

5385. Do you think you formed a figure in your nund 
yourself, or not?— I think I had a figure of £3.500,000, 
if I had been left to myself, as what I would have kept. 

5386. That is to say, holding as you did £4,700,000 
plus half a million pounds, let us say, which is just over 
£5,000,000, you would have sold 1 j-million pounds?— 
Yes, £1,650,000. I think exactly, but anything over a 
million would have -been. I think reasonable. 

5387. In fact you sold about li-million pounds more 

than you needed to? — It depends what you mean by 
needing. , . , , 

5388. You had it back again? — I do not think .1 will 
ever get down to doing things because 1 need to. The 
whole purpose of this operation— it may be conventional 
and traditional— is that if you are a consistent seller of 
gilt-edged and consistently fairly short in your call money 
market, you are advertising exactly the wrong brand. 
Everyone knows, or seems to know, when you sell gilt- 
edged, and the whole of the bill-broking market know 
what call money you have got every day. If you are in 
trouble, I think it is clearly the thing to do, and not worry 
too much about whether you are going to get somewhat 
less interest. 

5389. You say, if you arc going to do it, do it hand- 
somely so as to put plenty into your pocket? — Yes. 

5390. And do it once in a big way rather than several 
times in a small way? — We had already done it twice. 

5391. But for this particular week, do it once and be 
sure of doing it adequately? — That was in my mind. 

5392. At the morning meeting of that day you told us 
Lord Kindersley made that suggestion. Was Mr. Marris 
present? — I think so. 

5393. Mr. Macartney-Filgate? — Yes. 

5394. And Mr. Meinhertzhagen? — Yes. 

5395. Did the matter come up again for consideration 
on the following Monday, the 16th?-— Yes, when I was 
away. 

5396. You were not there? — No. 

5397. You were there, I think, on the Tuesday?— Yes. 

5398. Tn the morning? — Yes. 

5399. Did you have some report, or request, or question 
from Mr. Meinhertzhagen? — When I came in, which was 
shortly after ten, Mr. Meinertzhagen stopped me as I 
walked 'past his desk, and said he had had further dis- 
cussions with Mr. Marris and Mr. Filgate on Monday, 
and would I give him authority to sell up to £2,000,000 
and I did so. 

5400. Although you had rather been thinking of that in 
terms of H- million pounds? — Well, yes. I was glad it was 
higher rather than lower. 

5401. I follow that. You were being consistent with 
what you expressed to me just now. Then you left it, I 
suppose, to the others, Mr. Meinertzhagen, and no doubt 
some dealer who would actually carry out the transaction ; 
you left it to them? — I know it was reported to me around 
3 or 3.30 on the 17th that we had sold a million, and some 
time around lunch-time I understood that we had sold 
£450,000, and I knew that this other lot was on offer. I 
accepted the decision that we should not reduce our price. 

5402. You were told, were you, of the inability to 
get the price for the larger block? — Yes. 

5403. You concurred in standing out for that price? — 
Yes. 

5404. Did you take part in any discussion about under- 
writing Vickers on the 17th? — Yes, the letter from Hoare 
& Co. was brought in, I think, at the morning meeting, 
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and we accepted £123,000 odd of underwriting, divided 
into £42,500 of debentures and 50,000 ordinary shares. 

5405. That is quite a normal participation? — Yes. I 

think it is almost certain that Hoare & Co. had talked to 
us a little before that. It would not call for comment. 

5406. Was it Hoare & Co. the bankers, or Hoare & Co. 
the brokers? — The brokers. 

5407. Would you really leave it, in effect, to them, not 
of course to accept for you, but to put you down, subject 
to your acceptance, for a certain proportion?— They 
usually on a big issue tell us what they are going to offer. 

5408. It is usually about the same proportion, is it? — 
Yes. 

5409. In your view would any assurance have been 
given to Morgan Grenfells before they underwrote firm 
on the 16th that you would be in on this as sub-under- 
writers to a certain extent? — Hoare & Co. would have 
given them, I think, some sort of verbal general assurance 
that the underwriting was going well or being accepted. 

5410. That would be after inquiry of you? — I do not 
think they would have specifically referred to Lazards in 
such a report. 

5411. Would that be because they would assume 
Lazards’ participation? — Well, we are comparatively small. 
The importance of whether we accept or not is not great, 
whereas with some others it is. 

5412. Do you remember Lord Kindersley speaking at 
all at the meeting about that underwriting? — I am sure 
he did not. 

5413. What was your own state of mind about the possi- 
bility of a change in Bank rate in the near future when 
you came back to the office on the 9th? — I think there are 
two things there that you have got to add up together, and 
naturally this is a personal working out. I do not think 
any British Chancellor could go to Washington for the 
I.M.F. without saying what he was going to do first, and 
to my mind whether he went towards some different 
method of handling the exchanges and left Bank rate 
where it was, or whether he did the Bank rate and did 
more or less what he did, were the two obvious alterna- 
tives. There were a number of others. I certainly could 
not say that I did not think about Bank rate or did not 
have a view that it would probably go up. 

5414. You thought it would more likely than not go up? 
— Yes. I did not think of 2 per cent. 

5415. The amount of the increase surprised you, did it? 
— Yes, entirely. 

5416. It was a sort of chess move to an intelligent man 
with knowledge of the City, that there really were only 
two or three good moves, and it was a question of which 
one the player with the particular mind would make? — 
Yes, and some of the moves were not necessarily good. 
I mean, widen exchange rates and leave the Bank rate 
where it is, and I think we would have had quite a lot 
of trouble. 

5417. From the time you came back on the 9th until 
the 19th, those ten days, did you learn anything from 
anyone, or read anything anywhere, which altered your 
state of estimation of what was likely to happen in relation 
to the Bank rate? — Well, I changed my mind a good deal 
during the period. I think the answer is No. 

5418. T am much obliged. It was a very comprehen- 
sive question, but obviously designed to lead to the more 
specific question : did Lord Kindersley at any time tell 
you anything which caused you to take a different view? 
— No, certainly not. 

5419. Did he by any sign or hint of conduct give you 
assistance in deciding that a rise was more likely than 
not? — None at all. 

5420. Was your view about the desirability of selling 
a million or a million-and-a-half gilt-edged influenced by 
your own estimation of a balance of probability in favour 
of some rise in the Bank rate? — I think if I was in any 
way right, it put the odds heavily on it being right to 
sell gilt-edged rather than wrong. I would like to repeat 
that I do not think any banker who has a busy business 
would want to go through a period of uncertainty both 
as regards his depositors and as to the action of a British 
Government, and have to think of this sheet every day. 

5421. Would it be fair to put it in this way, that you 
thought the business and the essential requirements of 
solidity in the name of Lazards dictated the sale of 
H-million gilt-edged, and that your own idea of what 
might happen to the Bank rate chimed in well with that 
view? — Yes, I think that is so. 

5422. Is that a fair way of putting it? — Yes. 

5423. There is one other topic I must ask you a little 
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more about, and that is this. It is a fact, is it not, purely 
as a fact, that in the two days, 23rd and 24lh September, 
Lazards bought three-quarters of a million pounds gilt- 
edged slock? — Yes. 

5424. And they bought the same stocks that they had 
sold, or two of the stocks they had sold? — Yes. 

5425. And made about £30,000 to £32,000 profit, or, 
if you put it the other way, kept their slock and avoided 
a loss of that same amount during the week? — Yes : 
taxable. 

5426. Well, yes, I am sure. How came it that you 
were so quickly on the other tack? Had the wind shifted 

so markedly? I think so. You see, you start off with 

the two uncertainties. You remove during the time of 
the International Monetary Fund and the statement about 
Bank rate one uncertainty. World reaction is really quite 
favourable, and if you take a temporary view (which may 
be only a month or so) I think you could normally resume 
your ordinary practices. 

5427. I notice that although deposits rose sharply by 
some £800,000 between the 12th and the 19th September, 
they hail slipped away a bit by another £300,000 by the 
26th? — 26th October? 

5428. No, September? — September. That is true. 

5429. You would not, I think you told me before, 
regard just one week’s rise in deposits as more than an. 
itinerant swallow? Well, I think with £4,000,000 in the 
call money we were fairly reasonably safe. 

5430. You took £750,000 out of the call money and 
put it back into the gilts from which it had come?— I am 
talking of the period after. 

5431. 1 am talking of the period immediately after? — 
On 26'lh September the call money goes down from 
£4,975,000 to £4,025,000 after the gilts have been bought. 

5432. That is where the actual purchase money has 
come from? — Yes. 

5433. You take £750,000, in round figures, out of the 
call money and put it back into gilts? — Yes. 

5434. From which it came on the 17th September? — 
Yes. 

5435. And you do that on one week’s experience of 
foreigners, 1 think mainly, but at any rate depositors 
returning their money to you? — Yes, in conditions which 
are completely dill'crent to the previous week. 

5436. Sterling did not in fact strengthen very quickly, 
did it? — I have not got the rates, but I should think it 
strengthened rather slowly. 

5437. It is pointed out to me by my learned friend 
Mr. Donaldson, to whom I am grateful, that foreign 
money had not come back in the deposits between the 
I9th and the 26lh September: there was no change? — 
Well, it had come back the previous week, is the answer. 

5438. But that is before the Bank rale had time to take 
effect? — The 19th. I was operating with this purchase 
on the Monday after Bank rate. 

5439. I was asking whether you could help me. T do 
not want Lo lake it further at the moment. One of the 
objects of making this survey with you is to give a fair 
opportunity for others who come later to give a full 
explanation of this. What I am asking you about is 
this : how comes it, think you, that conduct which would 
have been consistent with merely selling on the 17th in 
order to buy back cheaper later in the week, conduct 
consistent with that business operation, was brought about 
by normal commercial requirements of your company — 
because I am sure you are telling me that this was a 
normal commercial change of investment? — Yes. Once 
the 7 per cent. Bank rate had been decided upon and the 
measures taken, or stated to be taken, I think we felt 
that the unknown factor which we had been guarding 
against had disappeared. You see, from our point of 
view it is very doubtful whether we would not have been 
affected by the Bank rate a great deal more in the long 
run. If you put the position that the Bank rate is going 
up and these things are going to be done, we might be 
tempted to sell gilt-edged — 'but not with the view I have 
given. 

5440. Again 1 summarise, I hope fairly, on this last 
particular point by saying that to you and your fellow 
Managing Directors the step taken in raising the Bank 
rate by 2 per cent, on the 19th and imposing the other 
credit .restriction measures (if I can call them that) was 
so manifestly right, and you approved of it so much, that 
you felt much greater confidence in the future of your 
own business? — Temporarily, yes. 

5441. So you went back into gilts to the tune of three- 
quarters of a million pounds? — Yes. 
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the figure of gilt-edged securities been during the first six weeks ; do you think thet that 
- ■ - e - ' — dt xl- justifies in any way the more extreme action you were 

taking in giving orders to sell up to £2,000,000 of gilt- 
edged securities? — There is no doubt that the cumulative 
effect, both as to the rate and the figure to which we had 
got, is bound to have influenced one as to taking more 
drastic action. . t . . 

5460. You said it is important from the point of view 

of Lazards that you should have plenty of money in the 
form of call money ; is that right?— Y es. .... 

5461. I think you gave a figure of £4 million in call 
money and Treasury or Bank bills? — That is what I would 
like to have, certainly, in any times of stress. The Treasury 
bill figure is, in a way, not easy to control because bills 
come in for sale, and so on, but a minimum of £3 million 
call money I think is necessary if we are carrying on the 



5442. Can you give „ _ 

retained by Lazards after they had made the sales of the 
17th and 18th September— when I say Lazards, I talk now 
about the parent company? — £3,700,000 is the nominal 
figure. , , ... 

5443. Did you suffer a heavy loss on those holdings 

during the next few days, after the change in Bank rate? 
— We must have done, yes. . . 

5444. I think you have already told the Tribunal in 
answer to Mr. Winn that you were aware that instructions 
had been given by Lazards to sell some £500,000 worth 
of 3 per cent. Exchequer on the 18ith September, but 
that Lazards had refused to sell more than £50,000 in 
the end, because the price offered was insufficient? — Yes. 

5445. In your view does that circumstance throw any 
light on the knowledge of the persons conducting that 
cfoa l on Lazards’ side, of any impending ohange in the 
Bank rate? — If you go by the individual you would have 
found complete disagreement about a change in the 
Bank rate. 

5446. I may not have made my question clear? — 1 
mean, whereas I may have thought it was going up, 
Mr. Meinertzhagen, for one, was absolutely convinced 
that no change was going to be made. 

5447. Mr. Meinertzhagen was the partner dealing with 
actual selling; is that right? — Yes. 

5448. And it would appear from his acts that he was 
satisfied that there was going to be no change? — That 
was my impression from talking to him. 

5449. Suppose anybody in Mr. Meinertzhagen’s position 
had known there was going to be a change in the Bank 
rate upwards of something like 2 per cenit., would it 
have been the act of a sane man to have declined to 
sell -the £500,000 worth of Exchequer stock on the 18th 
on the ground that he was being offered a price of some 
&ths of a point less than he thought he should get on 
that day? — If he had known? 

5450. That is what I meant? — If he had known I do 
noit think he could have dealt. 

5451. 1 understand that, but I want you to deal with 
the hypothetical point? — No, of course clearly he would 
have sold if he thought that, or if I had thought it 

5452. I think you were asked by Mr. Winn one or 
two questions about the position of Lazards in the early 
part of this slump during the month of August, com- 
pared with the state of affairs on the 13th September, 
1957. I want you to help us a little more on the figures, 
comparing those two periods. Is this right, that if you 
take the week ending 11th July your deposits stood at 
a figure of £11,998,000? — Yes. 

5453. If you take the period of the next few weeks, 
was there a comparatively small and slow decline in your 
deposits compared with what happened later? — Yes. They 
went down to £11,206,000 on the 18th July, and to 
£10,658,000 on the 22nd August. They declined from 
£11,998,000 to £11,200,000 in the first week, then there 
was a gradual decline down to this £10,658,000 on the 
22nd August. 

5454. Looking at the figures, I want your help about 
this. If you take the first six weeks shown on the table, 
you get a decline, do you not, of something in the 
neighbourhood of £1,500,000? — It is a little under that, 
I think. 

5455. Perhaps £1,300,000, or something of that order? 
—Yes. 

5456. If you take the next three weeks from the 22nd 
August onwards, you get a decline of about 2-5 million 
pounds? — Two-and-a-half milldoin pounds, yes. 

5457. During three weeks you have got a total decline 
of about twice what you had during the previous six 
weeks? — That is true. 

5458. I think you have told my friend Mr. Winn that 
to meet the situation in the earlier period you recalled 
some of your local loans, eventually recalling all of them, 
and sold some gilt-edged? — Yes. Do you want the figures 
of what we sold in all? 

5459. I think we have got the figures on the tables. 
I wondered whether you would help my lord on this point, 
bearing in mind that the rate of decline in deposits was 
very much sharper during the last three weeks than it had 



type of business in acceptances. 

5462. £3 million of call money? — That allows for £1 
million in bills and Treasuries. 

5463. £1 million additional to the £3 million call 
money?— Yes, and if by any chance the bills were less, 1 
still would want to keep it in call money. 

5464. In your examination by Mr. Winn you did not 
say very much (although you said something) about the 
acceptances. Is this right, that with the large volume of 
acceptances that you have, and have regularly, something 
over £12 million in amount, it is necessary for you to 
have, either in the form of call money or Treasury bills, 
about £4 million, of which the greater part should be in 
call money?— Absolutely correct. 

5465. And that irrespective of a decline in your 
deposits? — Yes ; in fact, you might almost go further than 
that and say that the more your deposits decline the more 
interested you are in having a large amount of call money. 

5466. When your attention is directed to the Table E.6, 
the big table you have in your hand, do you emphasise the 
importance, particularly in time of crisis, of keeping that 
call money figure somewhere in the neighbourhood of £4 
million if you have no Treasury bills?— Treasury and bills, 
£4 million. I think the target of £4 million in the call 
money market would be achieved with some difficulty on 
a very low level of deposits ; birt I would like it, yes. 

5467. If your deposits fell very low, it might be hard to 
achieve your goal of £4 million call money, but you would 
like to have it? — Y es. 

5468. By means of the sales you made of gilt-edged 
securities on the 17th and 18th September were you able to 
restore your call money from the low level of about 
£2,700,000 to something over £4 million? — Yes. We were 
helped, admittedly, by an increase in deposits coming at 
the same time. 

5469. And the two together brought your call money 
up to £4,900,000 or so? — Y es. 

5470. Was that figure of £4,900,000 rather more than 
you needed in call money, particularly after the favourable 
turn when the Bank rate had changed and the Govern- 
ment had shown that it meant business? — Yes, I think so. 

5471. Were you influenced by the circumstance that the 
£4,900,000 was rather more than you needed in those 
changed circumstances when you gave the instructions 
that some gilt-edged securities should now be bought? — 
I am sure we would not have bought the extra gilt-edged 
unless the position had been fairly buoyant as regards 
call money. 

5472. Does it appear from this table to have been fairly 
buoyant after the sale of these securities on the 17th and 
18th?— Yes. 

5473. You may not have made this clear already: did 
Lazards mind very muoh having to take up the Vickers 
stock with which they were eventually left? — No. It is a 
first-class company and we realised that we were going 
to be left with it. We have had to do the same ourselves 
to other people once or twice. 

5474. The same thing has happened with Lazards issues 
and other people? — Yes. 

5475. You expect to take a little of the rough when you 
yourselves are sub-underwriting? — Most certainly. 

5476. When you are sub-underwriting shares in a com- 
pany like Vickers, I gather from the answer you have 
given .that it is not a serious matter for people like Lazards 
to be left with some of the shares? — Not at all. 
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5477. Chairman : It is my fault, but I am not following 
certain things. Between the 11th July and the 12th 
September deposits fell (talking in round figures) about 
£4 million? — Yes. 

5478. And this Table E.12 shows us almost all with- 
drawals of deposits by foreigners? — Yes, that is so. 

5479. As I understand it, one of the reasons why you 
felt iit necessary .to get into a more liquid position was 
that, with the pressure on the £ and the feeling that there 
was in the world, those withdrawals might go on and even 
increase? — Of the foreign? 

5480. Yes? — Yes, certainly of the foreign, and I think 
that if we had not taken some action other than selling 
gilt-edged week by week and leaving our call money some- 
what low, it can affect the other position. People can put 
two and two together, that the sale of gilt-edged and low 
call money is not an encouraging factor. 

5481. If the Bank rate had not been increased, foreign 
withdrawals might well have continued? — I think people 
had gone down to the lowest balance they had to keep 
here for business reasons. 

5482. What I do not understand is that what you were 
in a sense guarding against, namely, the continued with- 
drawal of deposits, had ceased when you came to this 
decision ; the tide had turned? — I think it may have done 
by those few days. 

5483. If you look at E.12 it had done it strikingly? — 
It had, assuming that the action that followed it did follow. 

5484. I do not think you are following me. If you take 
E.12 and look at the 19th September, you will see that 
the foreign deposits had increased by £700,000? — -That is 
right. 

5485. In round figures. That must all have taken place, 
must it not, before the change in Bank rate? — Yes, with 
the exception of whatever came in that afternoon — which 
could not have been much. 

5486. There is a very striking change in the tide, is 
there not, if you look at the trend from the 11th July 
onwards? — It looks striking for the week, but I cannot 
believe that would have continued. 

5487. Before we get to that, I suppose somebody in 
your company — it may not be you ; perhaps it is Mr. 
Meinertzhagen — must have known on the 17th September, 
when your authority was sought to the sale of £2 million 
that the deposits were coming in? — Certainly they would. 

5488. It is a pretty striking change? — Well, it is a 
pleasant change after six weeks of this, but I cannot say 
there were any economic conditions to justify assuming 
that that was going to continue, or even stay as it was. 

5489. It may be unfair to ask you this because you may 
not have known. Did you yourself know when you gave 
authority for the sale of £2 million that, true it might 
only be temporary, but there was a change of tide? — I 
knew there was nothing that had gone out. I cannot say 
that I knew the figures. It was the Tuesday morning. 

5490. Of course, holding the views that you did in 
regard to the possibility of a change in the Bank rate, 
granted that Lazards had to sell, you would obviously 
recommend them selling handsomely? — Clearly there is a 
confusion of issue which, as a matter of fact, was not in 
my mind on Tuesday morning. 

5491. Of course, you must all have discussed the ques- 
tion of the Bank rate for some days before, did you not? 
— I think the exchange rate was the real discussion, the 
question of what you would do as regards sterling rates 
and floating rates, widening of margins or not, and the 
amount of sacrifice which people were prepared to give 
under the leadership of the Government to maintain the 
sterling rate. The battle is not over. 

5492. But was not the upward rise in the Bank rate 
something which would be quite normal in those circum- 
stances? — If you decided to hold sterling to 2-80 and to 
leave methods, margins and dealings the same, I think it 
was inevitable, but if you decided you could do something 
else as regards the methods, like taking a floating rate, 
you might have felt that going to about 5 per cent, was 
beginning to penalise both your trade and your exports. 

5493. There being two possibilities like that, surely the 
matter must have been discussed between you? — Certainly. 

5494. I think you said Mr. Meinertzhagen took the 
opposite view to yourself? — Yes. You come back to this 
story : it is the exchange not the Bank rate which governs 
whether one is going to lose further deposits or not, from 
the deposit point of view. Therefore, I think you first 
have to decide whether you are going to live in the same 
exchange world as you have been living in and that Bank 
rate comes second, as long as you feel that you may be 
moving into another exchange world. Whether it is a free 
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rate or a widening rate, I think you would come to the 
conclusion that the first thing that might happen to sterling 
would be that it would dip to the bottom. Whatever 
might happen later, it would go down at that moment, 
and I think the foreigner would make further efforts to 
get what money he could out. The Bank rate comes into 
that consideration as a secondary factor. 

5495. In your morning discussions with the managing 
directors all these matters must have been very present 
to your mind? — I think nearly all discussions would take 
place other than at the morning meetings, because that is 
when we wanted to get the business done. 

5496. Whenever it was, it must have been discussed? — 
Continually. 

5497. Did Lord Kindersley not take part in those dis- 
cussions? — No. 

5498. How does: that come to be? — I suppose it is 
this. The investment side of business is my affair and 
I think the others have always worked to me. Wait a 
minute. I remember about Tuesday or Wednesday dis- 
cussing widening rates with Lord Kindersley, but as far 
as Bank rate goes, or sterling, or gilt-edged, it is my affair 
and I think the others work to me. 

5499. But why should not the Company have the benefit 
of Lord Kindersley’s advice? I am not on anything 
improper? — We have grown up together in the firm for 
about 35 years. If I had any talents they are in the way 
of the investment side of banking and judgment of this 
kind of business, and I think that his talents lie on the 
banking side of business, so as the years go on it is 
fairly natural that the office more or less works to me as 
regards investments, and that kind of capital risk. This 
has lead to it in a way because this is an investment risk 
you are taking, although you are not taking it as capital, 
but as a method of gaining more interest. 

5500. I do not know, but that is really your answer 
to the question. Supposing you did want to ask Lord 
Kindersley some question connected with rates, not 
exchange rates, but interest rates, would you not do it 
because he is a director of the Bank of England? — If I 
thought that it was under discussion at the Bank of 
England, and I certainly would have thought this thing 
was under discussion at the Bank of England before the 
19th, I would not have asked him. 

5501. You would be careful not to? — Yes. 

5502. That means that Lazards is deprived of the benefit 
of his advice? — That is so, but you cannot have it both 
ways. He cannot know what happens without being part 
of Lazards ; and from the Bank of England’s point of 
view I do not see how you get round that. It is a fact. 
Of course, from a Bank rate point of view we are dealing 
in interest rates all day and all the years. I do not 
think in a normal way we necessarily know the Bank 
rate is going to go up or down on a Thursday, or any 
particular Thursday, but we do know our interest rates 
really, and we must know our interest rates. 

5503. It does produce an awkward position. You have 
to be rather careful? — Yes. 

5504. If Lord Kindersley is at a meeting you have to be 
careful what you say? — Oh, if he is at a meeting I prob- 
ably would say something if it came into my head. 

5505. Or in a discussion? — We have got into that kind 
of habit. 

5506. If you ask him an embarrassing question what is 
he to do? — Well, I have not. 

5507. The answer is, I gather, that having regard to 
his position you are very careful not to ask him any 
question of this sort? — Yes, but at the time of this par- 
ticular case there would have been a great deal which 
it would have been extremely interesting to know, but 
we cannot use confidential information anyhow. 

5508. I appreciate that. It is the curious position that 
comes about. Now one quite different matter : In arriving 
at your estimate of, I think, something over £1,000,000 
to sell, and your authority of £2,000,000, was the amount 
which might have to be paid on the Vickers’ issue taken 
into account? — No, not at all — too small. 

5509. Mr. Milner Holland : This was your decision? — 
This £2,000,000 you mean? 

5510. Purely your decision? — Yes. I mean, shared by 
my partners. 

5511. But you were the Managing Director who looked 
after this end of the matter? — Yes. 

5512. I am interested in one view which I think you 
expressed, and I want to make sure that you did express 
it. Did I understand you to say that once the Government 
decided to maintain the exchange at its existing rate and 
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not to allow the margins to widen, a Bank rate rise was 
inevitable? — I think I said yes. I think that is right. If 
you decided to defend the interest and not widen the 
rates, yes, I think so. 

5513. I only want your view ; it does not matter 
whether you said it or not? — Yes. 

5514. May I now read to you from the Chancellor’s 
statement: “The Government intend to maintain the 
existing interest rate parity US.S2.80 to the pound, and 
they do not intend to allow the margins to widen.”— Yes. 

5515. On that your view is that a rise in Bank rate is 
inevitable? — Yes. 

5516. You said at one stage something that I may not 
have heard correctly. You were asked about figures and 
you said : “ When we get down to a low figure,” and I 
think you meant a low figure of deposits, “ 50 per cent, 
is a must. In effect I would like £31 million in these 
two columns.” I do not know which two columns you 
mean?— A, B and C, I suppose you might say three— 
I rather regard Treasury and bank bills as the same. With 
£7,000,000 for deposits that is about what you would 
do, and I think what you ought to try and achieve. 

5517. I quite follow that the percentage by itself does 

not give the answer?— Not at the low level. _ 

5518. It is the question, in your view, of keeping about 
£34- million in call money, or Treasury bills or bank bills? 
—Yes, that is true, and that is the figure which is fairly 
consistently going up in our minds rather than down. 

5519. You do not draw any distinction, for practical 
purposes, between call money on the one hand and 
Treasury bills and bank bills on the other? — Yes, I would 
do so if the call money was going below the figure. 

5520. You do regard call money as a little more impor- 
tant? It comes in every day?— It is completely visible. 

5521 Treasury bills and bank bills, you would have to 
discount if they were not actually material at the moment7 

5522. You were not there, I think, the week ending 29th 
August, because you were not back from Norway until the 
9th September. That is right, is it not?— I was in the 
office on the 9th September. 

5523. Yes, but the 29th August shows a bad position, 
does it not? There you have only got under £2-i million? 
—Yes. Of course you cannot tell entirely from one day. 

5524. You mean that these are figures taken at the end 
of the week?— Well, if you have two or three big accounts 
which might possibly not have paid in when they said they 
paid in. But yes, it is a thoroughly bad position. 

5525. It happened to coincide with the period in which 
the deposits had fallen to £1± million?— Yes, but notice 
had been given to that £i million before the 29th. 

5526. Now can you help me on this. Look at the figures 
for the 19th September. In fact as we know— perhaps 
you did not then, but we know now with the hindsight that 
all people in our position are entitled to have— that quite 
an improvement had occurred in the deposits in the period 
between the 12th September and the 19th? — Yes. 

5527. Factually, that improvement shows, does it not, 
the higher figure of call money? — Y es. 

5528. So that if your deposits remained the same, at the 

same level as on the 12th September, your call money 
would in effect have been that much less ; is that right?— 
If ? 

5529. If the deposits had not improved, as we know .they 
did, and remained level, your call money would have been 
that much less? — Yes. 

5530. Between the 12th and 19th September you did in 
fact reduce your holding of bank bills? — That would be 
maturities, not a conscious aot. 

5531. They were just maturing automatically? — Yes. 

5532. That is what?— £90,000. 

5533. But that does not make a great deal of difference 
on these figures? — No. 



5534. The nature of the deposits, I think I gathered from 
you, is that they are by no means all made by persons 
consciously depositing money with Lazards ; they are 
monies left behind on freights which are not taken up by 
the owners? — Yes. I would much sooner somebody else 
answers on this than me. But by and large that is so. It 
is business arising, deposits arising, chiefly out of business 
we have once done and people to whom we have probably 
lent money. I mentioned the freights because it is a fairly 
important part of our deposits. 

5535. It is money that gets left behind in this country 
to some extent? — Yes. 

5536. And not in that sense, money consciously deposited 
with Lazards? — I think if you divide them current 
accounts, roughly speaking, are just left behind money. If 
a man fixes the deposit with you for seven days or more 
you are entitled to think 'that that is conscious. 

5537. But we shall find, shall we, if we ask some other 
witness that a substantial proportion of these deposits are 
jiist left there?— Yes, you will. 

5538. And shall we also find— I will not trouble you for 
details if you would rather not — that somebody may be 
able to give us some indication that there might well be a 
figure below which these deposits could not very well fall 
because as a matter of business foreign people doing busi- 
ness in this country have to have certain balances in this 
country? — I think that must be so. 

5539. I should have thought so too, but you have no 
idea how much or what sort of proportion that would 
be? — No. 

5540. Mr. Veale: You thought that the state of your 
business dictated the sale of £lj million gilt-edged? That 
I think was the way you put it, and in answer to Mr. Winn 
you said your views about the probability of a rise in the 
Bank rate fitted in very well with that view. Would you 
say that the decision which you made to authorise the 
£2 million sale was entirely business reasons, or would 
you say that intelligent anticipation about the Bank rate 
came into it in any way at all?— Not to the figure of £2 
million. 

5541. That is what you were asked?— That is what I 
would have hiked to have done. You see, it is really — I do 
not want to overstate it, but it is an intolerable nuisance to 
have .to look at these deposits and liquidity figures in my 
mind. They should not crop up, particularly at a time 
when you are busy on other things. I hate the position 
where we begin to, shall I say, sell gilt-edged once a week, 
and that kind of thing. It may be more personal than 
otherwise, but I am sure that is not the way banking 
business should be conducted iif you are free to sell. You 
may be pushed into it. 

5542. I understand I think, what you said about that, 
but I would like to ask you again because I want to get 
my own mind clear about it : Would you say that intelli- 
gent anticipation played any part in your decision at all? 
— It must have. I cannot divorce my mind from the 
thought that there was a probability both on, the part of 
actions by the Government and an increase in Bank rate. 

5543. But if that is so did you think you .might have 
suggested a sale of, shall we say, £li million as opposed 
to £2 million? — I do not think so. 

5544. That was because you wanted not to sell in little 
bits, but to sell handsomely if you were going to do it at 
all? — Yes. There are a number of technical reasons as 
well, you know, connected with the fact that gilt-eclged is 
not a good investment unless you can hold it to maturity. 
You lose the difference between the maturity yield and the 
running yield. 

The Attorney-Genera'.-. 1 do not know if your Lordship 
would allow me to put one other question to Mr. Brand 
to clear up something about which T am rather confused. 

Chairman : Yes. 



Re-examined by The Attorney-General 



5545. I think you said — correct me if I am wrong — 
that on the 13th September you would have liked to 
have seen in call money or Bank bills or Treasury bills, 
available money, that is to say, something like £4 million? 
— I do not think I connected it with the 4th September. 

5546. On the 13th September when you were con- 
sidering it. The matter came up on the 13th September. 
Or was it later that you considered these actual figures? 
— I do not think there was any — you mean, when I 

5547. I think in answer to one of the questions that 
was put to you you said that what you really would 



have liked to see was in available money the sum of 
£4 million ? — That is right. 

5548. When did you reach that conclusion? — 1 would 
have reached it probably any time, I think, when T was 
looking at this position. 

5549. That would be when you had the figures of the 
week of the 12th September before you, would it not? 
— Yes. I had those figures in front of me on the 13th. 

5550. Then on either the 13th, 14th, 15th, 16th, or 17th 
you would have reached that conclusion, would you? — 
That would be a target figure to aim at. You have got 
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£2 million certain. You cannot necessarily immediately 
transform it into £4 million. 

5551. That was the target you would have liked to 
see, £4 million available? — £4 million available, yes, that 
is right, but call money and Bank bills is not £3,332,000. 

5552. You had £3,332,000 at that time, did you not? 
— Yes. 

5553. That is what I am not following. Perhaps you 
can help me. You had £3,332,000? — There is some in- 
consistency in my statement about call money, you think? 

5554. I am not sure. — I think there may have been. I 
think sometimes I have been talking of call money and 
sometimes of call money and Bank bills. Perhaps the 
easiest way, if you would like it, is to have a sort of 
breakdown of how I look at the call money. 

5555. Certainly. — Well, you get your 20 per cent, of 
bills, which is about £2 million, £500,000 for exceptions 
outstanding, and £500,000 for the difference between pay- 
ments in and payments out, which comes to £3 million ; 
that is what 1 call the minimum desirable figure. In times 
when you look like being under pressure because of the 
loss of deposits, 1 think it is important to increase that 
figure rather than decrease it, and the only way in which, 
in our case, we can do that is by a sale of gilt-edged 
investments. 

5556. But 1 thought you said your target was £4 
million ? — I think I have. 

5557. What puzzles me is this ? — Or more ; I do 

not mind higher. 

5558. I thought you had said £4 million. To get your 
target of £4 million you did not want to sell gilt-edged 
to anything like the tune of £2 million, did you, if you 
look at the figures here? You have got on the 12th 

(The Witne 
(Adjourned to tom 
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September in call money £2,700,000, in bank bills 
£622,000, giving you a total of £3,332,000, so that all 
you would want to sell to bring you up to the target 
figure of £4 million would be £678,000. Is not that right? 
—It is right, if everything is exactly according to plan, 
yes. 

5559. There is a big difference between selling some- 
thing a bit more than half a million of gilt-edged and 
selling up to £2 million of gilt-edged, or at least so 
it strikes me? — Yes, but as long as you do not sell too 
little you must be on the right side in this kind of position 
which we were running into. 

5560. I gather from what you said that your approval 
of sales up to £2 million was a very short conversation? 
— Entirely short, yes. 

5561. You did not yourself go into the figures in any 
detail? — Of what was being sold? 

5562. Of why it was that you were being recommended 
or asked to approve £2 million as opposed, if you like, 
to £1 million? — Well, 1 had come to a pretty general 
conclusion from the figure I decided on finally as to 
what I would do, after considering it for quite a long 
period, the weekend and Monday. 

5563. 1 am not suggesting that was not so, but what 
1 am trying to find out is whether at that interview you 
asked Mr. Meinertzhagen to give you his reasons as to 
why he thought he should be authorised to sell up to 
£2 million? — No, certainly I did not. I was very relieved 
that the figure was £2 million and 1 accepted it. 

5564. In fact you might have liked it more if he had 
said 3? — Well, I would not have minded probably. 

5565. I had better ask him how he arrived at that 
figure?— Yes. 

s withdrew .) 

trrow at 10.30 a.tn.) 
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The Attorney-General: May it please your Lordship, 
before we begin today’s proceedings I think I should 
draw your Lordship’s attention to a statement in The 
Times of today, the 10th December, on page 5, where 
there is in large print a sub-heading in these words: 
“ Lord Kindersley in Talks? ”, and then in inverted 
commas, “ ‘ Not Enough ’ ”. Then there appears this 
passage : “ Lord Justice Parker asked whether Lord 

Kindersley had not come into the discussions. Mr. Brand 
replied, ‘ Not enough.’ ” Reference to page 61 of the 
Shorthand Note and the other pages of the Shorthand 
Note reveal that Mr. Brand did not make any answer 
of that kind. The question put to him appears by the 
letter C on page 61 of the Shorthand Note: “Did Lord 
Kindersley not take part in those discussions? ”, and the 



answer was: “No”. The suggestion in the report in The 
Times is clearly that he did take some part, but not 
enough part to suit Mr. Brand. That is obviously wrong, 
and conveys an erroneous impression, and I therefore 
thought it right to draw it to the attention of the Tribunal, 
and also, I hope, to that of The Times so that an adequate 
correction can immediately be made. 

Chairman: Thank you, Mr. Attorney. My recollection 
certainly is that Mr. Brand gave an unqualified No, and 
it so appears in the Shorthand Note. The report conveys 
an unfortunate impression, and no doubt it will be 
corrected. 

The Attorney-General: Now, my Lord, I will call Mr. 
Macartney-Filgate. 

Macartney-Filgate, sworn 



Mr. John Victor Openshaw 

Examined by The Attorney-General 
( Statement E.6 and further Statement of 5th December) 



5566. What is your full name? — John Victor Openshaw 
Macartney-Filgate. 

5567. Are you a Managing Director of Lazards? — I am. 

5568. Did you on the 30th November make a statement 
for the purposes of this Tribunal? — I did. That is the 
one marked “K” in the right-hand corner. 

5569. Then did you on the 5th December make a 
further statement? — I did. 

5570. I do not think I need take you all through your 
first statement, unless you would like me to, because a 
lot of the ground that you dealt with has now been covered 
by Mr. Brand? — Yes. 

5571. You heard Mr. Brand’s evidence? — No, I did 
not in fact, but I read some of it this morning. 

5572. You went through the figures in the first state- 
ment, which are shown on the annex to it, which is marked 
“ E.6A ”?— Yes. 

5573. On page 2 of your statement I think you said 
this : “ These sales (£1,000,000, made on the 17th Septem- 
ber, and £450,000 made on 18th September) which are 
reflected in columns (e) and (/) ” — that is of Table E.6A 
— “ increased our liquidity ratio so that on 19th September 
it was 61-22 per cent. Following on the rise in Bank 
rate and the various measures announced by the Chan- 
cellor of the Exchequer on 19th September, the outflow 



of our deposits was reversed.” Is that your statement? 
—Yes. 

5574. Do you say that that is the case? — Yes. 

5575. “As the last sales of our gilt-edged investments 
had resulted in our having, in relation to our deposits, 
which now appeared at least to be stabilised, a rather high 
figure of money at call, we bought £500,000 gilt-edged on 
23rd September, and £250,000 on 24th September, thereby 
restoring our liquidity ratio to something near to 50 per 
cent.”? — Yes. 

5576. Is that what you said? — Yes, that is what I said. 

5577. Is that the case? — That is the case. I think I 
could have amplified that. 

5578. I will take you through your statement and come 
back and ask you some further questions later, if you 
would like to do it then, or would you prefer to do it 
now? — No, I do not mind at all. 

5579. “Thereafter deposits, with intermediate fluctua- 
tions, have remained at a level somewhat in excess of 
the low point to which they had fallen by 12th 
September ”? — Yes. 

5580. “ Since then our liquidity ratio has remained 
higher than is normal and is likely to continue to do so 
as long as the yield on Treasury and Bank bills greatly 
exceeds the yield on gilt-edged ”? — Yes. 
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5581. Then did you say this: “Although Friday is the 
day in each week when we specifically consider the ques- 
tion of our deposits and the other items set out ”, in E.6A, 
“it is our practice to receive every morning from the 
official concerned therewith a verbal report upon his 
forecast of cash movements for the day ”. Is that right? 
—Yes. 

5582. Is that report made at what you call the morning 
meeting, which begins at 10.30? — Yes. 

5583. When the heads of the various departments report 
to the Managing Directors present any matters of interest? 
— Yes. 

5584. And any proposals or operations which may 
require Managing Directors’ approval? — Yes. 

5585. Of course, considerable cash movements inay 
occur later in the day? — They do. 

5586. And therefore, while the Managing Directors on 
one morning may be given a general idea of the cash 
position of the firm each day, or at any rate the morning 
cash position each day, do you say that it is on Fridays 
that the wider question of the overall liquidity position 
is discussed? — Yes. 

5587. On Fridays is there placed before the Managing 
Directors a book which is called the Brown Book? I 
think you have exhibited a specimen sheet of that, which 
is marked “X”? — Yes. 

5588. That, I think, is also marked “E.6D”. Is that 
the sheet to which you refer? — That is the sheet to which 
I refer. 

5589. That gives an approximate summary of the 
deposit and call money figures more accurately set out 
on that sheet. Is that right? — Yes. 

5590. That, I think, is what you said dn your first state- 
ment, so far as it is material. Now may I come to the 
statement which 1 was given this morning? That state- 
ment is dated the 5th December? — Yes. 

5591. Did you say in that statement that at the morning 
meeting on Monday, September 16th, “ we did pursue the 
liquidity question discussed at the morning meeting of 
the previous Friday ”? — Yes. 

5592. “ But at some time during 'the morning of 
Monday 16th Mr. Marris, Mr. Meinertzhagen and J did 
discuss it further ”? — Yes. 

5593. “ Mr. Marris had not been at the morning meeting 
on the 16th, and only came into the partners’ room latish 
in the morning ”? — Yes. 

5594. Is it your recollection that some time between 
noon and lunchtime, when you were temporarily free of 
other matters, you or Mr. Meinertzhagen began to discuss 
the general situation and were later joined by Mr. Marris? 
— That is so. 

5595. Did you agree that pressure on the £ was 
continuing? — Yes. 

5596. And that 'there had been nothing in the weekend 
Press which you could regard as encouraging about the 
position of sterling? — That is so. 

5597. Nor anything to suggest that foreign distrust of 
sterling had abated? — Yes. 

5598. At the end of that rather depressing conversation 
did you come to .the conclusion, as you say, that there 
was nothing that you could see in the offing which would 
restore overseas confidence in sterling, or remove the 
suspicion among many people abroad that the Deutsch- 
mark might be revalued? — That is correct. 

5599. In fact that you could see nothing which was 
likely to happen which would puit a stop to the withdrawal 
of sterling by foreign holders? — Yes. 

5600. And you deoided you must face the prospect of 
further withdrawals of deposits from you? — Yes. 

5601. Did you say you were very conscious of the 
importance of being liquid? — Yes. 

5602. And that at some point in your conversation, 
you cannot remember exactly when, you decided that, 
not only had you been right on the previous Friday in 
deciding that yob must be more liquid? — Yes. 

5603. But that you should translate that into action 
on a scale which would allow you to get on with the 
rest of your business without coming back rto these endless 
discussions? — Yes. 

5604. Is that what you said? — Yes. 

5605. During these conversations do you remember 
mentioning the figure of £2,000,000? — I did. 

5606. Did the conversation then end? — Yes. 

5607. After lunch were you occupied with your general 
business? — I was. 

5608. On your return from interviewing a would-be 
client with Mr. Meinertzhagen, did you again have a 
short but, so far as you were concerned, desultory talk? 
—I did. 
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5609. And did you leave the office a few minutes later? 
—I did. 

5610. I think those are the statements that you made? 
—Yes. 

5611. You wrote a letter about sums of money on call. 
I will come to that later, if I may. What exactly is your 
position in Lazards? — My primary activity really is on 
the credit side, commercial credits and export finances 
generally. That does take up, in fact, practically the whole 
of my day. So far as commercial credits are concerned, 
they of course are the source from which our acceptances, 
which are set out in the big table, stem, and therefore 
I have quite an interest in our liquid position, not only 
from the point of view of our liquidity vis-h-vis our 
depositors, but also the amount of money which I feel 
we should have in the discount market if they are carrying 
that volume of our acceptances. 

5612. May 1 take it that you take a particular concern 
— particular, I mean, in relation to some of the other 
Managing Directors — in regard 'to this liquidity ratio? 
— I do not know that I fake a greater interest in liquidity 
than the other Directors, but possibly I look at it from a 
slightly different angle. 

5613. I will have to come back to that in a moment or 
two, but first of all could we just look at some of the 
Minutes of the morning meeting of the 16th September? 
(Copy handed to witness .) At the morning meeting there 
were present Lord Kindersley, Mr. Filgate, Mr. Phillips 
and Mr. Meinertzhagen. Is that a correct record of who 
was present, according to your recollection? — According 
to my recollection, yes. 

5614. Then we see: “ Money. Mr. Weston. No report 
made ”? — Yes. 

5615. Does that mean Mr. Weston attended the meeting 
but did not say anything? — No, .it does not mean that. 
•In fact, you will usually find, I think, that as far as 
money is concerned no report is recorded, because it is 
•apt to be a rather general statement of any notices he 
has had of big withdrawals, or any money he has got to 
•pay out, and it would not really make very much sense 
:if it was all put down on the morning meeting report. 
•It merely shows, I think, that Mr. Weston did attend the 
morning meeting. 

5616. And “Credits: Mr. Boothman.” Did the two 
entries next to that on the right-hand side show that those 
subjects were discussed? — They were reported. The first 
one would be a routine report because on the French wool 
credit — 

5617. We need not go into details. I wanted to know 
•whether they were reported? — They were reported, yes. 

5618. Lower down we see: “Issues: Mr. Hatch. No 
report made. .Stocks: Mr. Loder ditto. Lazards Securities: 
Mr. Willis ditto."? — Yes. 

5619. Does that indicate that there was no discussion of 
those subjects that morning? — Not necessarily. Mr. Hatch 
may have referred to some detailed point on some issue 
which either was under negotiation or had just been com- 
pleted, but it would not be a matter which would neces- 
sarily be reported. 

5620. When you come to “ Lazards Securities " and 
“ Stocks ” that would be the sort of heading under which 
a discussion might be started with regard to the desirability 
of retaining gilt-edged, might it not? — I do not think so. 

5621. I am not asking you, as yet, whether it did take 
place on that day, but that is the sort of heading which 
might start a conversation of that kind, is it not? — No. 
I think a conversation of that kind would probably start 
when we were discussing money. 

5622. Right at the beginning? — Yes. 

5623. Would you turn over to the Minute of 17th 
September? — Yes. 

5624. “Present: Lord Kindersley, Mr. Brand, Mr. 
Marris, Mr. Filgate, Mr. Meinertzhagen”? — That is 
correct. 

5625. And a little lower down “Mr. Kindersley”? — 
Yes. 

5626. “ Mr. Bridge in attendance ”? — Yes. 

5627. Were those five directors of Lazards present, Lord 
Kindersley, Mr. Brand, Mr. Filgate, Mr. Marris and Mr. 
Meinertzhagen? — According to my recollection, yes. 

5628. I want to ask you about your recollection of that 
meeting. We see: “Money Mr. Weston. No report 
made”. Was there any discussion under that heading 
about gilt-edged or anything to do with that? - 1 would 
not think so, no. 

5629. Can you remember? — I do not recollect any dis- 
cussion. 

5630. “Credits: ... no report made.” Was there 
any discussion of credits that morning? — No, There was 
apparently nothing to discuss, 

F 4 
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5631. “Issues”? — My comment there would 'be the 
same as on the previous day : matters of detail. 

5632. Then we come to : “ Stocks : Mr. Loder,” and we 
get a reference to the Vickers issue, do we not? — Yes. 

5633. Then there are .particulars of 'the issue recorded, 
and then it says : “ On behalf of Morgan Grenfell & Co. 
Ltd. Hoare & Co. have pleasure in offering us a sub- 
underwriting participation of £42,500 6 per cent. Unsecured 
Loan Stock for a commission of 1 per cent.” is it? — lj- 
per cent. 

5634. — “ and 50,000 Ordinary Shares of £1 each for a 
commission of 6d. per share which we have accepted.” 
Does that mean that the acceptance was decided upon that 
morning, or was that relating to a previous acceptance? — 
I think it was really a routine report of an underwriting 
which we knew was coming. I would not remember 
whether we knew the exact amount until that moment. 

5635. When that was brought to the attention of the 
morning meeting, did any discussion on that take place? 
— I should not think so for a moment. 

5636. You cannot recollect one? — I cannot recollect one, 
no. 

5637. No one said, for example : “ I expect we shall be 
left with a great deal of that,” or anything else of that 
sort? — I do not remember anybody saying that. 

5638. Then we have .the entry relating to an engineering 
company, and below that: “Lazards Securities: Mr. 
Willis. No report made ”? — Yes. 

5639. Can you remember any reference to Lazards 
Securities at that time? — No, I do not. Mr. Willis was 
there, and presumably had nothing to report. Lazards 
Securities would not have been discussing anything to do 
with the Vickers underwriting. 

5640. I appreciate that. May we take it, that according 
to your recollection, the only business discussed at that 
morning meeting was the Vickers underwriting and this 
issue in relation to this engineering company? — Plus, as I 
said, the routine details Mr. Hatch might have raised, but 
nothing fundamental about issues or about credits. 

5641. You would regard the question of your liquidity 
ratio as fundamental, would you not? — Yes. 

5642. May I ask you to look at the Minutes for the 
18th: “ Morning meeting. Present: Lord Kindersley, Mr. 
Brand, Mr. Marris, Mr. Filgate, Mr. Phillips, Mr. 
Meinertzhagen and Mr. Kindersley ” — a very full meeting 
that morning, was it not? — 'Well, we have full meetings 
unless the managing directors are occupied with some 
other affair. 

5643. I was not making any reflection on the earlier 
meeting, but that was a well attended meeting? — I think 
we were all there that day. 

5644. Again: “Money: Mr. Weston. No report made.” 
Was anything said then about gilt-edged or the state of the 
Stock Exchange market? — No ; that would not have been 
said when Mr. Weston was there. 

5645. 'When would it have been said, if it was said 
at all? Would it have come up under Mr. Loder’s 
report on stock or anything else like -that?— The Stock 
Exchange Report? 

5646. That would be made by Mr. Loder, would it? — 
The state of the stock market? 

5647. Yes. — Yes, and just as we get a general report on 
the money position from Mr. Weston, so does Mr. Loder 
tell us if there is anything interesting in the way of one 
particular market being weak or strong — oils or anything 
else. 

5648. There one finds this at the foot of the page: 
“Stocks: Mr. Loder. 1. On the 17th September we sold 
£250,000 2i per cent. Funding Stock . . . £500,000 4£ 
per cent. Conversion stock . . . £150,000 4 per cent. 
Funding Stock . . . £100,000 4 per cent. Funding Stock . . . 
2. We have today sold: £500,000 3 per cent. Exchequer 
Stock . . . £200,000 4£ per cent. Conversion Stock . . . 
£200,000 4 per cent. Funding Stock . . .” You see that 
entry? — Yes. 

5649. The sales “today” presumably took place after 
the morning meeting?— Yes, after the morning meeting. 

5650. Is it your view that that entry was made later on 
the Minutes of the morning meeting as a sort of record 
of what had happened for information of managing direc- 
tors? — Yes ; that is the chief purpose of this morning 
meeting report, that anybody who is not present can be 
made aware of what went on that day. You do occasion- 
ally get action taken after the morning meeting reported 
on that sheet. 

5651. The action taken on the 17th September had been 
taken before the morning meeting?— The action taken on 
the 17th had been taken, before the morning meeting of 
the 18th, 



5652. Was there any reference by Mr. Loder to that 

action?— On the 17th or the 18th? . 

5653. On the 18th? — At the morning meeting l 

5654. Yes? — I should think he probably reported that. 
I could not say for certain, but I imagine if he was there, 
he did report what he had done on the 17th. 

5655. Had you known before the morning of the 18th 
that those stocks were going 'to be sold? — Yes. I did not 
know that those particular stocks were going to be sold ; 
I knew we were going to sell some slocks. 

5656. The meeting having been informed, you think 
by Mr. Loder that those stocks were sold, was there then 
any discussion about sale of the balance? —I do not recall 
any. 

5657. We will finish with these Minutes if we can. On 
the 19th September, the next day, at the morning meeting 
Lord Kindersley was present, Mr. Brand, Mr. Filgate, 
Mr. Phillips and Mr. Meinertzhagen ; is that right? — Yes. 

5658. And under the heading “Stocks: Mr. Loder" it 
says : “ Yesterday we were unable to sell 500,000 3 per 
cent. Exchequer Stock 1960 at an acceptable price. We 
sold £50,000 stock at 96j|y net.” Was that reported at 
that meeting? — I should think it was, but again 1 could 
not be certain. 

5659. There are only two other meetings I would ask 
you to look at. At the morning meeting of the 23rd 
September, there were present. Lord Kindersley, Mr. 
Brand, Mr. Phillips and Mr. Meinertzhagen and Mr. 
Kindersley with an entry opposite Mr. Marris’ name and 
your name of “ part-time ” ; is that a correct record of 
those who were present? — To my recollection, yes. 

5660. Then we see: “Stocks: Mr. North. For L.B. 
we have bought: £250,000 4-jr per cent. Conversion 1962 
. . . £250,000 2i per cent. Funding 1956-61.” Was that 
reported then? — I should not think so. 

5661. You would not? — No. I think that probably was 
reporting subsequent action, but I cannot be certain. 

5662. Does the same Observation apply to the notes on 
the Minutes for the 24th September ?— -The same observa- 
tion applies, yes. 

5663. Where we see Lord Kindersley was present, Mr. 
Brand, M.r. Marris, Mr. Filgate, Mr. Phillips and Mr. 
Meinertzhagen, and the entry: “Stocks: Mr. North. 
For L.B. we have bought £250,000 45 per cent. Conversion 
Loan ”7 — Yes. 

5664. I want to come back now to the “ money meet- 
ing” on the 13th September?' — The morning meeting at 
which money was discussed? 

5665. I think Lord Kindersley refers to it as “the 
Money Meeting” as distinct from the ordinary morning 
meeting? — It is the morning meeting at which money is 
discussed. 

5666. Did you decide at that morning meeting on 
Friday, 13th, that you must be more liquid?— Yes. 

5667. That was a firm decision reached, was it?— It 
was certainly understood by me to be the wish and dcs'ire 
of all the managing directors present. 1 think the form 
it took was the fonm which the Friday morning meeting 
usually takes, that the folder (of which you have u speci- 
men sheet) is handed to Lord Kindersley, who reads out 
the figures and then usually passes it round to each of 
us in turn'. My memory of that morning is, that I think 
after the figures had been read out, it was Mr. Brand 
looking at them who said: “I think we should be more 
liquid, which we all agreed. Therefore, if you say was 
it a firm decision I would say it was an opinion to which 
everybody agreed that we ought to be more liquid. 

5668. Did everyone say verbally that they agreed?— 1 
do not know that they said it verbally. They may have 
nodded. They certainly would not object. 

5669. There was no objection, but what part in it did 
Lord Kindersley play?— I do not think he played any part 
after he read out the figures. I think Mr. Brand said: 

We ought to be more liquid” and everybody agreed 
that there was not much more to discuss at that point. 

5670. Did Lord Kindersley say whether he agreed?— I 
do not recall whether he specifically said he asreed He 
probably did. 

5671. Did this decision, that you must be more liquid, 

just take the time of reading out the figures, passing the 
piece of paper round the table and saying: “We are 
agreed upon that,” or was there further discussion?— T 
think some of us individually may have said something. 
I may have commented on the volume of acceptances 
and said : We ought to have more money in the call 

™ (M ? e y.™ ark , et ” th °se sort of remarks, but any meeting 
or individuals would have been in agreement with the 
liquid Mr ' Brand expressed - that we ought to be more 
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5672. I am not suggesting the contrary, but I am want- 
ing to find out, if I can, if you have any recollection of 
what kind of thing was said that morning. Did anyone 
say: “We should be more liquid and we had better get 
rid of some of our gilt-edged ”?— There was no other way. 

5673. Did anyone express the view, did Mr. Brand, for 
example, express the view that you ought to get rid of a 
good deal of the gilt-edged? — No, I do not think there 
was any discussion as to how much we should sell at 
our meeting. 

5674. Without any discussion as to how much, was 
there any general view expressed as to whether it should 
be a very large sum or not? — I do not think so, no. 

5675. It was not suggested, was it, that you had better, 
if you were going to sell gilt-edged, sell enough to avoid 
having to sell again the next week? — No. I would say 
that if there was anything approaching a detailed dis- 
cussion the remark would be that we ought to sell enough 
to be thoroughly liquid, and I do not recall anything more 
precise than that. 

5676. Do you recall that, or is that speculation on your 
part?. — It .is an endeavour to remember what passed at a 
Meeting which, historically, has become important, but at 
the time was nothing out of the ordinary. 

5677. I fully appreciate that. I am trying to test and 
perhaps revive your recollections, but I would much 
rather, so that we can proceed on as firm ground as 
possible, that you would say if the questions I put to you 
do not revive your recollection, and you really cannot 
remember? — I cannot remember anything more, I would 
say, than the impression I had which was that by saying 
we should get more liquid, Mr. Brand intended quite a 
fair degree of liquidity because of the abnormal position 
of our liquidity at that moment. 

5678. Now I come to the Monday. Lord Kindorsley 
was at Lazards on the Monday, was he not? — He was, 
yes. 

5679. Did you see him from time to time when he was 
at Lazards? — I saw him at the morning meeting. I cannot 
recall, after that, when 1 saw him again. 

5680. I suppose every day he is there you see him at 
some time or other, do you not?-— I cannot say he is there 
every day. He is there continually. 

5681. Every day that he is there and that you are there, 
I expect you meet, do you not? — Yes. 

5682. And I suppose there are occasions when you and 
he have a general discussion as to the course of events? — 
Well, in fact, we do not very often. He is pretty busy 
and I am pretty busy, and if I have discussions with him 
they are usually on some particular business I want to 
discuss. 

5683. Suppose that a situation arose which, as a matter 
of policy, made it appear desirable that Lazards should 
sell gilt-edged — forget about a Bank rate increase or any- 
thing else like that — supposing some situation of that kind 
arose, a policy decision of considerable magnitude, the 
managing directors and the Chairman would discuss that 
together, would they not? — I should think so, yes. 

5684. Here we had had, had we not, throughout 
September increasing pressure on the pound, increasing 
talk of the possibility of devaluation and a withdrawal of 
foreign deposits going over a long period. Had you had 
any discussion with Lord Kindersley about those matters, 
and as to the policy to be pursued by Lazards in relation 
to them? — No, I do not think so. We had, at these 
periodical Friday meetings, on dates prior, of course, to 
the 13th September, discussed the position and decided to 
get more liquid. Friday 13th, was another of those 
occasions, but I did not specifically discuss with Lord 
Kindersley. 

5685. What I was really putting to you was this, that 
quite apart from the liquidity position of Lazards, did 
you, so far as you can recollect, throughout that period 
preceding that date, and at that time, have any discussion 
with Lord Kindersley as to the future prospects of gilt- 
edged? — No, I do not think I did, because quite frankly 
the future prospects of gilt-edged, as gilt-edged, do not 
interest me in the side of our business I look after. 

5686. I come now to the Monday, 16th September. 
There was the usual Monday morning meeting? — Yes. 

5687. Was there any further reference to the liquidity 
question at that Monday morning meeting? — No, I do not 
think so. 

5688. At what time in the morning did you meet Mr. 
Marris and Mr. Meinertzhagen to discuss the subject of 
liquidity further? — I should think it was some time in the 
middle of the morning when in fact I started discussing 
with Mr. Meinertzhagen the whole general position of 
sterling and the attitude of the rest of the world towards 
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it, and we got into one of those discussions which at that 
time I suppose were going on all over the City: the 
terrific loss of gold and dollars which had been reported, 
I think, on the 5th September, the pressure on sterling. 
As 1 think I have said in my statement, we had one of 
those rather depressing conversations about the outlook 
for the £, which culminated at some point — and I cannot 
remember exactly at what point — in my saying : “ Well, 
I would like, df we are going to get liquid, to do it really 
thoroughly and sell a couple of million of gilt-edged, 
and we can then get on with our ordinary business and 
not be continually harping back to these sort of problems.” 
At some point — and I cannot remember when — in that 
conversation, Mr. Marris joined us ; I started it with 
Mr. Meinertzhagen. 

5689. I want to ask you a few questions about that, 
but it started with general discussion about the position 
of sterling and the pressure on the £, and that sort of 
thing? — Yes. 

5690. As you say, that kind of discussion was taking 
place everywhere? — I would have thought so. 

5691. Did you have any kind of discussion of that sort 
with Lord Kindersley? — No, except that when we had 
three foreign bankers to lunch, I think I commented to 
him afterwards that they were rather depressing in their 
views of sterling. 

5692. So we get this position, and let me see if I am 
following it correctly: you have this general discussion 
with regard to the position of sterling, pressure on the £, 
devaluation, and all the rest of it, with Mr. Meinertzhagen 
that morning? — Yes. 

5693. But prior to that time no general discussion of 
the same kind with Lord Kindersley, the Chairman of the 
company? — I would not have thought that during that 
sort of period I had any sort of general — I mean, I may 
in the course of a five minutes’ conversation have remarked 
on the pressure on the £, or the general outlook, but I 
did not have with him at any time what I would describe 
as a fundamental discussion on the outlook. 

5694. Did you know what his views were about the 
outlook? — I think he was pretty worried. 

5695. Anything more than that? — No, I do not think so. 

5696. When had he given an indication to you that he 
was very worried about the outlook? — I think when he 
came back from Canada. We did have a talk then, of 
course, because he had got views from Canada which 
rather coincided with the views which we had heard 
expressed in London. 

5697. On the 16th September whereabouts in Lazard’s 
office did this conversation with Mr. Meinertzhagen take 
place — in your room or his? — We all sit in one big room, 
the five of us, and then Lord Kindersley sits in a small 
room opening off it at one end, and Mr. Brand in a small 
room opening off the other. When this conversation took 
place, my memory is that I was in the room and Mr. 
Meinertzhagen, and it so happened that at that moment 
we were neither of us occupied with anything, and so we 
started one of these conversations one was apt to have in 
those days. 

5698. Did you before reaching the decision as to the 
figure of £2,000,000 get any information as to what had 
happened on the previous Friday or Saturday — is Lazards 
open on a Saturday? — Yes. 

5699. Did you on the Friday and the Saturday get any 
information as to what had happened? — What had 
happened in what respect? 

5700. With regard to deposits? — Yes, on the Monday 
morning we would have the verbal report from the official 
who deals with the money side, and I think that I have 
provided you with some figures of the reports of money 
on the morning of .the Monday, or rather summarising 
the position on the Monday. 

5701. Monday was the 16th. I have here a paper 
which has just been handed to me, headed: “ Breakdown 
of Deposits from 13th to 18th September inclusive in 
thousands ”? — That is right. 

5702. On the 13th September foreign deposits were at 
the figure of £4,238,000, were they not? — Yes. 

5703. I think you have put in a table from which we 
can see what the foreign deposits were on the 12th 
September? — That is so, yes. 

5704. That is E. 12. There had been a very big rise, 
had there not, from £3,667,000 .to the £4,238,000 in that 
period? — That is so. 

5705. The home deposits had also risen a little, had they 
not?— Yes, £18,000. 

5706. I said a little?— Yes. 

5707. Then the next day, the 14th, that is Saturday, 
foreign deposits had shrunk again a little? — Yes. 

F* 
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5708. On the 16th .they had gone right up again?— Yes, 
they had gone right up again. 

5709. What was that due to? — That was due almost 
entirely to money coming in which we knew was going 
to go out again pretty quickly. I did attach a note to 
these figures, which I thought would be helpful. 

5710. I am just reading it now for the first time?— Yes, 
I must apologise ; I only got these figures out last night, 
thinking they might be helpful. 

5711. I am sure they are, but it makes it a little 
difficult to read them and take them in and ask you 
questions at the same time. ... I see you say that the 
foreign deposits paid in were on accounts which fluctuate 
very widely, and the French money moves in and out very 
rapidly. Is that right?— That is right, yes. 

5712. On the 16th September you say that the deposits 
were up again as a result of the remittance from Lazards, 
Paris, of £400,000?— Yes. 

5713. And that that account is also one which turns over 
very quickly?— I think actually that money went out three 
days later. 

5714. Before you decided on your figure of £2,000,000 
were you aware of the foreign deposit figures for 
September 13th and 14th?— I do not think I would have 
been aware of the total deposit figure, but I would have 
heard about that wool money coming in, and would almost 
certainly have been told the date it was going out again; 
which I think was the following day. 

5715. Would you look at the Minutes for the 16th 

September: “Payments from ‘E’ account 16/ 17th 

September, £79,794 ”? — Y es. 

5716. Was that a payment in, or out? — Payment out. 

5717. Is that the payment you were talking about when 
you said you knew it was going out the next day? — No, 
they would have been the payments which at the time that 
Mr. Boothman was reporting he knew about, but of course 
further documents might be presented during the day, 
and further payments might be instructed. 

5718. Is it the Minutes of the 18th to which you are 
referring, where they say : “ Payments from ‘ E ’ account 
tomorrow/ Friday, £357,711 ”? — That is a payment which 
at that point in time we knew had to go out on the 
Friday — that is the next day, yes. 

5719. In the note which you have supplied with this, you 
said in fact on the 14th September £350,000 of the French 
wool money went out? — Y es. 

5720. Is that the same figure as the one referred to in 
the Minutes of the 18th September? — In the Minutes of 
the 18th, no. In the Minutes of the 18th we were talking 
about the movement of money on the 19th, whereas on 
that slip which I gave you we are talking about the move- 
ment on the 14th. 

5721. But the curious thing is that the movement on the 
14th is not recorded anywhere on the Minutes, whereas 
the movement on the 18th, which is to take place on the 
20th, is recorded, and it is about the same sum, is it not? 
— Yes, but it is quite possible that the instructions to make 
the payment in one case did not come in before the 
morning meeting. 

5722. You wrote a letter of the 6th December, 1957, to 
a Mr. Duncan McKeller, an Accountant, of Thomson 
McLintock? — Yes. 

( Letter handed to Tribunal.) 

5723. Saying: “On or just before the 12th September 
we had received notices of withdrawals which had been 
made over the following days, amounting to £834.500 ”? — 
Yes. 

5724. “On the 13th September we received further 
notices of withdrawals amounting to £239,600 ”? — Yes. 

5725. “ On the 16th September we received notices of 
withdrawals of money of £57,000”? — That is so. 

5726. “ On the 17th September we received further 
notices of withdrawal amounting to £74,000”? — Yes. 

5727. How many of those notices took effect prior to 
the 19th September? — I have them in detail here if you 
would permit me to add them up roughly. These are 
the notices we had up to the 12th. Is it the first item 
you are asking about? 

5728. I am wanting to know how many of those notices 
were effected and resulted in withdrawals on days of the 
week ending 19th September? — Taking the total of all 
those four figures? 

5729. Yes? — ( After a pause): I am doing a quick cal- 
culation in my head, but I should think about £850,000. 

5730. Can you give me this answer, too : approximately 
how much of that £850,000 had been paid out between 
the 12th and 16th? — I should think about £700,000. I 



am doing mental arithmetic. If you would like it precisely 
I will add it up. 

5731. No ; if you wish to correct those figures after- 
wards I am sure you will be given an opportunity of 
doing so, but we can take it that the figures were of that 
order? — Of that order, yes. 

5732. Does not that mean, if you look back to E.12 
again, that really something very significant happened in 
that week, the week of the 12th to 19th? Just look at the 
foreign deposits. I have to take those because there is 
only a change in the resident deposits of £200,000, 
roughly? — This is the movements in resident and foreign 
deposits? 

5733. Yes. Between 12th and 19th foreign deposits 
rose, I think, by £706,000, did they not?— Yes. 

5734. And they rose by £706,000 during the week when 
you had to pay out withdrawals of £850,000? — On those 
figures, I think that is so, yes. 

5735. So that if you had not had to have those with- 

drawals, the rise of deposits would have been astonishing, 
would it not? — It would have been astonishing with 
respect 

5736. I mean, to get the true picture you would have 
to add the amounts of those withdrawals to the actual 
rise, which would give you about £1,500,000? — You mean 
if we had not had any withdrawals our deposits would 
have been higher, do you? 

5737. If you had not had those particular withdrawals 
to which you have referred? — Yes. . . . 

5738. So does not that show that despite those with- 
drawals there had been a very considerable influx during 
that week of foreign deposits? — There was a very con- 
siderable turnover of money, I would say, because when 
we talk of deposits we are using a generalised term : that 
includes current accounts. I am just looking at the with- 
drawals, and I see straight away £500,000 of wool money, 
which is, after all, money turning over very rapidly. 

5739. Despite that withdrawal of £500,000 of wool 
money, your foreign exchange goes up, taking that into 
account, £700,000? — Between the 12th and 19th? 

5740. Yes?— Yes. 

5741. I will come back, if I may, to the first statement 
which you made, which I took you through. You said 
there: “Following on the rise in Bank rate and the 
various measures announced by the Chancellor of the 
Exchequer on 19th September, the outflow of our deposits 
was reversed ”? — Yes. 

5742. In fact it had been reversed before that, had it 
not? — Before the 19th? 

5743. Yes? — It had been reversed in the sense that more 
money had come in, but I think when you are considering 
the question of our foreign deposits you have to consider 
the nature of those deposits. Now I would not be in the 
least impressed if £600,000 or £700,000 of wool money 
came in ; I would not regard that as any reversal of 
trend. If, on the other hand, I saw money coming in from 
other sources which we know to be what I call stable, 
I would be impressed. Although you see these figures 
from the Friday statements when you are living with the 
business and you get these daily verbal reports, as you do, 
that somebody has paid in and somebody has paid out, you 
get a sense of whether really you are accumulating 
deposits or whether you are merely accumulating money 
which is going to go out again soon afterwards. 

5744. Over what range does this wool money fluctuate 
— £500,000, £350,000 at a time? — No, it can be over a 
million on occasions. 

5745. What range does it normally fluctuate in? — I 
would not like to generalise, because it fluctuates entirely 
in accordance with the arrival of wool shipments either 
here or in France. If you get big arrivals you may be 
paying out a million or a million-and-a-half, and some 
days you pay out £80,000. 

5746. Looking at the figures alone, the trend had been 
reversed before the 19th September, had it not? — The 
trend of the figures? 

5747. Yes. I am again asking you, on your statement : 
“ Following on the rise in the Bank rate and the various 
measures announced by the Chancellor, the outflow of our 
deposits was reversed”. Dealing only with outflow, the 
outflow of your deposits was reversed before the Chan- 
cellor’s statement, was it not? — If you take the figures, yes., 
but if you take the type of money, I would say No. 

5748. I was taking the figures, to start off with, because 
I assumed when you said : “ the outflow of deposits was 
reversed”, you were again referring to figures? — No, I 
was not. Perhaps I used the term loosely, but I was 
referring to whether we were on balance losing or gaining 
what I would call fixed money. 
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5749. Did you make any enquiry before recommending 
or deciding upon the figure of £2,000,000 as to what the 
nature of the deposits received on the Friday and the 
Saturday was? — No. 

5750. Did you attach a lot of importance to the ratio 
of 50 per cent.?— Yes, I do not, frankly, think in terms 
of ratios, but as I say again, if you are living with it you 
get to know a certain figure of deposits, a certain amount 
of call money and bills, produces a proportion which you 
want, which in fact if you work it out you find is 
probably 50 per cent. 

5751. How long have you been with Lazards? — Thirty- 
six years. 

5752. Within recent memory (shall we put it that way?) 
can you recollect any similar occasion where a sale of 
£2,000,000 gilt-edged was authorised to improve the liquid 
ratio?— No, I cannot off-hand 

5753. In your recollection, was this a unique event? — 

If you mean by “ unique ”, had it never happened before, 
I cannot go back too long as to when we last sold 
£2,000,000, because I was not concerned with such things, 
but I do not recall 

5?54. I did say “ in your recollection ” : in your recol- 
lection, it, was a unique event? — I query, frankly, the word 
‘unique”, unless you merely mean that it was the first 
time it had happened for some time. 

5755. Could you remember any other time when it had 
happened? — No. 

5756. In your recollection it was an unprecedented event 
then?— In my recollection it was the biggest sale we had 
had. I am only querying your word, because, perhaps 
through a loose use of English, “ unique ” or “ unprece- 
dented ” had to me some critical meaning, whereas there 
was no sense of crisis on Monday. 

5757. I am not asking you whether there was any sense 
of crisis on the Monday, but I am asking you really 
whether you can recollect any precedent for this sale of 
£2,000,000?— No, I do not. 

5758. You realised at the time that it was a very large 
and unusual sale for Lazards to make? — Yes. 

5759. Was there any particular reason why you selected 
£2,000,000 and not £3,000,000? — There was no particular 
reason. I think my reason was wholly unscientific. As 
I have mentioned in this statement, we had, as you know, 
in the previous .month or months— August, I think it was 
—from time to time sold gilt-edged to keep pace with this 
withdrawal of deposits. We had had, amongst ourselves, 
discussions about these withdrawals, and as I said in my 
statement, my choice of £2,000,000 was that I was taking 
what I thought was a pretty high figure which would 
allow us then to get on with the rest of our business and 
not worry about liquidity for some time. 

5760. That discussion all took place before lunch, did 
it? — .Before lunch, yes. 

5761. Was Lord Kindersley there later In the day at 
all? — I do not remember. 

5762. Can you remember?— No, I cannot. I do not 
think I saw him, but I just cannot remember. 

5763. You are really in the same room, or he has a 
room just off it?— He has a room just off it. 

5764. But as he goes in and out of his room are you 
bound to see him, if you are looking?— Oh no, because he 
can go in by a separate door. 

5765. You saw him on the Tuesday?— I saw him on the 
Tuesday at the morning meeting, yes. 

5766. And I suppose the Managing Directors of Lazards, 
each one of you, does his best to keep the other 
Managing Directors informed of what action he is taking 
if it is of any magnitude, or has taken, or is proposing to 
take?— Yes. 

5767. Was anything said that morning to acquaint Lord 
Kindersley of the decision to sell up to £2,000,000 gilt- 
edged, an unprecedented transaction in your recollection? 
— On the Tuesday morning? 

5768. Yes.— It may have been, but as far as I remem- 
ber, the action had been taken, or rather the order had 
been given by Mr. Meinertzhagen, some time earlyish on 
the Tuesday morning. Whether he reported that we had 
done it or not, I cannot quite remember. 

5769. The morning meeting takes place at half past 
ten, does it not?— Quarter to eleven— half past ten, quarter 
to eleven. 

5770. And we know from Mr. Brand that Mr. 
Meinertzhagen, before authorising the sale, sought his 
authority for it? — Mr. Meinertzhagen asked Mr. Brand. 

5771. What I am putting to you is this: this decision to 
sell an amount which, in your recollection, was an unpre- 
cedented amount, for the purposes of the liquidity ratio, 
would have been a very natural thing to inform Lord 
Kindersley, the Chairman of the company, about at the 
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earliest possible opportunity, would it not?— I do not 
think so. You know, I think with respect, that you are 
attaching an enormous importance to this figure of 
£2,000,000. It was not anything fundamental to us, be- 
cause the money went straight into the call money market 
and earned very nearly as much interest there, if not as 
much. It was not an event which called for great dis- 
cussion amongst us. 

5772. Surely it was one of those things which, in your 
desire to inform your fellow directors of what was going 
on, you would normally include informing the Chairman 
about? — Yes. 

5773. And he was there? — At the morning meeting, 
yes. 

5774. You cannot remember whether he was there on 
Monday afternoon at any time?— No, I cannot remember. 

5775. We know now that there was a meeting of the 
British Match Corporation at Lazards on that Monday 
afternoon, at which he attended?— Yes, I believe there 
was. 

5776. You do not recollect any conversation with him 
on Monday afternoon? — No. 

5777. Did you have any conversation yourself with him 
on the Tuesday afternoon?— No, not that I can remember. 

5778. The Wednesday morning? — Wednesday morning, 
as far as 1 recall, he was at the morning meeting. 

5779. Did you have any conversation with him at all 
during that day?— Oh, I expect so, yes. 

5780. Are you sure you did not have conversations 
with him on each of those days, Monday, Tuesday and 
Wednesday, quite apart from morning meetings? — No, I 
cannot be sure at all. 

5781. Arc you sure you did not mention to him on any 

of those occasions the decision to which you had come, 
apparently your recommendation, that up to £2,000,000 
gilt-edged should be sold?— No. I am pretty sure \ 
did not talk to him about that, because although it is 
my, if you like, recommendation, I do not concern myself 
with the operations in gilt-edged. I had voiced the view 
on Monday that I would like to see £2.000,000 go. and 
after that 1 heard nothing, until on the Tuesday morning 
1 heard Mr. Meinertzhagen telling Mr. Brand of our 
conversation on the previous day and suggesting 
£2,000.000, and Mr. Brand agreed. °° J ° 

5782. So that once you had expressed your view it was 
left to others to carry that into effect; is that right? — 
Completely, and to be quite frank, I lost interest in it. 

5783. You were interested in the call money, were you 
not? — Yes. 

5784. Did you realise on the 16th that the call money 
had gone up from £2,700,000 on the 12th to £3,450,000 
on the 13th? — Yes. You see, that is the close of busi- 
ness on those dales, so that the level of call money 
at the close of business on the 13lh would probably have 
been reported at the morning meeting of the 16th, because 
I was not there on the Saturday. 

5785. So when it was reported at the morning meeting 
of the 16th it would show an increase on the figure 
considered at the money meeting on the 13 th?— Oh yes 
it would have shown an increase of about £600,000. 

5786. That would improve the liquidity ratio, would it 
not?— Not if it was due to French wool money ; I would 
not think of rt in terms of liquidity. 

5787. Where did the money come from which made it 
possible to repurchase the Conversion and Funding Stock 
on the 23rd and 24th September? Was that wool money? 

I could not tell you off-hand. I do not know what 
the make-up of the money was on that date. 

5788. But you have made a statement about this, have 
you not? — I do not think so, have 1? 

5789. Let me remind you. On page 2 of your first 
statement you say: “As the last sales of our gilt-edged 
investments had resulted in our having in relation to our 
deposfis, which now appeared at least to be stabilised, 
a .J a ® er . hlgh fisure of money at call, we bought £500.000 
fSwiS °h Sepetn . ber 23rd and £250,000 on September 
lit’ m y Iesto "? g r?ur liquidity ratio to something 
near to 50 per cent. Do you remember saying that? — 

5790. Is not that saying, in other words : “ We found 

bad so ‘ d "tore gilt-edged than was necessary, 
f n nd %-f°^% deC T ,de< ? ' t0 p , ut back SOfnc of ‘hat money 
®^" edg ? d ? ~ L ° okln fi back on the event, we had 
sold more gilt-edged than was necessary in view of what 
* b ® Chancellor did on the Thursday, what the Chancellor 
s ated rather, and what the Bank of England did. Certain 

the^cJnfi iwi b ,?V ak , en ^ h ' Ch mad0 k look as though 
the confidence of the foreigner would be, for the time 

",T^^ OW ’ ( r . estored - I would not have 'thought that 
our liquidity ratio was too high, and I certainly would 
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not have agreed to reducing it by buying gilt-edged if 
in fact nothing had happened on the Thursday and we 
were still in a state of suspense and flux. 

5791. Just look at Table E.6A again. There are two 
sales on the 17th and 18th. They had increased your 
liquidity ratio to 61 '22 per cent.? — Yes. 

5792. That is what you had in mind rather, was it not, 

when you said in this first statement: “As these last 
sales of our gilt-edged investments had resulted in our 
having in relation to our deposits,- which now appeared 
at least to be stabilised, a rather high figure of money 
at call ”? Yes 

5793. You thought 61 per cent, was too high, or, 
putting it the other way, that the money at call was too 
much in relation to the deposits? — Yes. 

5794. And that was what led you to buying back, so 
you say here in your statement, the gilt-edged? — Yes. That 
is, if I may say so, what led me not to resist buying 
back gilt-edged. 

5795. In your statement you have not referred at all in 
that paragraph to the Chancellor’s statement? — No. 

5796. You have attributed the repurchase of the_ gilt- 
edged to finding that you had rather too high a figure 
of money at call, having had those sales? — And to a 
sense that our deposits had been stabilised. 

5797. The week after the Chancellor’s statement, that 
is the 19th to the 26th, your deposits went down again. 



did they not? — Yes. The 19th to the 26th they went down 
£300,000. 

5798. It was not as if 'the Chancellor’s statement and 
the Bank rate had led to an immediate influx of funds? 
— No, it did not lead to an immediate influx of funds 
of any extent, but what it did do, in my opinion, was 
to remove the likelihood of further withdrawals. 

5799. In fact the withdrawals did take place during 
that week? — Yes, but I have explained that they were in 
and out money. 

5800. I see, but I am getting again to this — and I come 
back to your statement — your decision to buy the gilt- 
edged back on the 23rd and 24th September was because 
the call money had got too high for your requirements 
as a result of the sale of gilt-edged on the 17-th and 18th? 
— And against the background in which we were then 
operating. 

5801. Would you be good enough to add to this table 
of the breakdown of deposits by taking it on to and 
including the 24th September? That is the document you 
handed in this morning? — To take it down to and includ- 
ing the 24th September. I have in fact got the 21st 
September, which is £8,700,000. 

5802. Perhaps you would be good .enough to let us 
have the complete table? — Yes. 



Re-examined by 

5803. I want you now to look at the figures you have 
just given us for deposits on Monday, the 16th September. 
Would you tell my Lord, were those figures in fact before 
you on Monday, 16th September, or are they figures which 
have since been got out for the purpose of this Inquiry? 
Were they figures which were in fact before you, in your 
possession, under your eyes on the 16th September? — 
No. As I have explained, the figures are put before us 
under our eyes every Friday. On each morning meeting 
we get a verbal report. . 

5804. Going back to the 16th September, can you 
recollect what kind of verbal report you were given about 
deposits on that morning, the 16th September?— -No, I 
cannot pick out a day like that and say what we were told. 

5805. Taking an ordinary day, the person who makes the 
report would give you his estimate of what he thought the 
big withdrawals that day would be, and the big payments 
in?— Yes, he would tell us first of all What actual pay- 
ments he was going to have to make that day, he would 
tell us of any advice he had received of money to come in, 
and he would give us a rough estimate as to whether on 
that day he would be calling money from the market or 
lending it. 

5806. Can you remember anything being told you that 
morning of the 16th September which satisfied you that the 
trend had been reversed of the previous six weeks, that 
is the trend of withdrawal of deposits? — I cannot recall 
anything precise being said to me. 

5807. Suppose you had been given a figure on that day 
by the man reporting and had those figures of withdrawals 
and payments in anticipated for -that day, and you had 
worked out a sum, and had got the figures right as they 
appear now on the sheet we have been looking at this 
morning, would those figures have satisfied you that the 
trend had been reversed, or that the tide had turned? — 

I think that, taken in conjunction with all the measures 
which had been announced the week before. 

5808. The figures I am asking you about are the figures 
of the 16th September? — I beg your pardon, I am sorry. 
We are at cross-purposes. That is the Monday. 

5809. I am asking about Monday, 16th September? — 
Before Bank rate. I am sorry. No, on all of those dates 
I have no recollection of any, what I might call, easing of 
the tension ; that is to say, the sense that we were working 
in an atmosphere where the foreigner was still taking his 
money away and where we might at any moment be called 
upon to make further large payments. 

5810. In a banking business such as Lazards, would you 
regard a payment in of £500,000 greater on one day than 
on the previous day as being a significant figure, a payment 
in or a payment out of the order of £500,000? — A fluctua- 
tion in our total figure? 

5811. Yes?— No. 

5812. When you and Mr. Meinertzhagen had your talk 
on the morning of the 16th, were you troubled by the 
exchange position of the £? — Oh, certainly. I mean, we 
knew that the pressure on sterling through the exchanges 
was continuing, which was, of course, one evidence, but 
only one, of the foreigner’s attitude towards sterling. 



Mr. MacKenna 

5813. After the Bank rate had been raised on the 19th, 
and the Chancellor had announced his measures, did you 
think that the exchange crises had been averted, tem- 
porarily at all events? — -Temporarily I thought that what 
had been done on those days, whether it was right or 
whether it was wrong, would at any rate stop the really 
deep suspicion about the £ which up to then had existed 
abroad. 

5814. Was the anxiety which you and Mr. Meinertz- 
hagen were feeling on the 16th September an anxiety 
that there would be withdrawals because of the exchange 
position, the currency crisis? — Oh, entirely, because of the 
attitude of foreign depositors towards sterling, plus of 
course, one must remember, the attitude also o-f foreign 
depositors towards the German mark, because the expecta- 
tion that the German mark might be valued upwards had 
led to considerable transfers of sterling from London to 
Germany. 

5815. On Monday the 16th were there still deposited 
with Lazards any funds which might have been moved to 
Germany if the position of the £ had got weaker? — Yes. 

5816. Were they large? — Well, without knowing the in- 
tentions of our clients, it is not easy to answer that 
question. 

5817. Funds which the clients could, if they were 
minded, have moved to Germany, and might in the 
ordinary course of business have moved there if they 
thought the £ was in a serious danger? — We certainly had 
clients who would have cause at a point in time to make 
payments in Germany, and who might well anticipate 
the date of payment in order to avoid the risk of the 
German mark being revalued before they -transferred the 
money. 

5818. Were matters of that kind in your mind when you 
spoke to Mr. Meinertzhagen on the 16th? — Oh yes. 

5819. I think it has been suggested -that there may have 
been some inconsistency between what you were propos- 
ing on the 16th, a sale of securities, and a decision, in 
which you concurred, taken some seven or eight days later 
to purchase gilt-edged securities. Do you see any incon- 
sistency in that, bearing in mind what had happened 
between the 16th and 23rd? — None at all. I would like 
to go back to my second statement, in which I said that 
on a thoroughly unscientific -basis I suggested selling 
£2,000,000 of gilt-edged securities so that we would get 
really liquid and not have to worry about these things 
while we were trying to do our other work. Then, when 
the Chancellor and the Bank of England took the steps 
which they did take, in my view on the following Monday 
the whole background had been changed, and although 
I cannot express it in actual figures, I had a sense that 
the sort of money which we had been losing in the past, 
which is what I call the -more permanent money, was not 
going to go on. 

5820. You mean, losing the money which you would 
normally regard as more or less permanent? — As money 
which stays with us for a considerable period ; so that 
on the Monday, when it was suggested that we should 
repurchase a part of what we had sold, my view was that 
it was a perfectly normal thing to do, -because -in retrospect 
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we had over-sold, though if, as I said earlier, no steps had 
been taken by the authorities during that week to do any- 
thing about restoring confidence in sterling, I would have 
remained just as liquid as I could. 

5821. I thought you used the word “recommendation” 
in relation to what you and Mr. Meinertzhagen decided 
on the 16th? — Yes. 

5822. That you had decided that a recommendation 
should be made to Mr. Brand; is that right?— That is 
right. 

5823. Why to Mr. Brand and not Lord Kindersley?— 
Because Mr. Brand does deal with the investment side of 
our business. iMr. Marris, Mr. Meinertzhagen and Mr. 
Brand are what I might call the investment side, whereas 
anything to do with commercial credits would interest 
Mr. Brand far less. But he would be the person to whom 
I would normally turn if I was going to suggest selling 
gilt-edged. 

5824. Is Mr. Brand the person who would normally be 
consulted about investment by you or one of your fellow 
Managing Directors, and not Lord Kindersley?— On the 
whole I think, with respect to Lord Kindersley, I would 
probably on an investment question consult Mr. Brand ; 
just as when I am faced with any particularly large credit 
problem I would probably talk to Lord Kindersley. 

5825. I believe that one of the subsidiary companies of 
Lazards is Lazards Securities?— Yes. 

5826. That is the name we see on the morning sheet, is 
it? — Yes. 

5827. Does that company hold the permanent invest- 
ments of Lazard Brothers? — Oh no. 

5828. What kind of investments does Lazards Securities 
hold? — They do not hold any. They are more what I 
would describe as a study company. 

5829. What company does hold the permanent invest- 
ments? — Lazards themselves have some permanent invest- 
ments, and then they have an investment trust which is 
called Lazard Investment Company. 

5830. That is the name I was looking for, Lazard 
Investment Company? — Yes. That is a trust company, 
the capital of which is held by Lazards, but the investment 
policy, shall I say, is conducted by the Board of Lazard 
Investment Company. 

5831. Does Lord Kindersley sit on the Board of the 
Investment Company which decides the policy on invest- 
ment? — No. 

5832. Does the trust company which you mentioned 
hold large holdings of gilt-edged?— -No. I would not 
like to be specific on their investments. I do not know 
what quantity of gilt-edged they hold. 

5833. I have a figure for Lazard Investment Company 
of £500,000 of 2 per cent. Conversion Stock originally 
bought early in 1957, and still held? — Yes. 

5834. £500,000 worth of gilt-edged is a sizeable holding, 
is it not? — Yes. 

5835. Would you check for me and find out whether 
my note is right that that amount of gilt-edged is still held 
and was not disposed of during the period that we have 
got under consideration? — Yes, certainly. 

5836. The Attorney-General put to you that the dealing 
in gilt-edged of up to £2,000,000, which was recommended 
by you on the 16th September, was a unique event? — 
That is the word he used, yes. 

5837. Can you help me about this: during the period 
from the 27th August, 1957, to the 4th September, 1957, 
that is, about a week, Lazards recalled £500,000 of local 
loans, and there was a sale of £1,000,000 of gilt-edged? 
—They sold between the 22nd and 29th £500,000, did they 
not? 

5838. That is quite right?— And a further £500,000 
between the 29th and the 5th. 

5839. And then in the same period did they give notice 
recalling £500,000 of local loans?— That is right. 

5840. That would be a total of £1,500,000?— Yes. 

5841. By the 16th September, 1957, had all the holdings 
of local loans been recalled so that there was nothing left 
but gilt-edged if you had to make yourselves more liquid? 
— All the loans to local authorities. 

5842. I should have said loans to local authorities?— 
Yes, they had all been liquidated. 

5843. So that one is comparing there figures of 
£1,500,000 during that week with a figure of up to 
£2,000,000 in the later period? — Yes. 

The Attorney-General : I do not know if my learned 
friend is really putting it quite accurately. I understood 
from Mr. Brand, in the answers he gave, that it was not 
£1,500,000 during that week, the figures did not accord 
With that. 

Mr. MacKenna : I have the figures here, and they can 
be checked, and it can be seen whether they are accurate. 

I will give the dates. 
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Chairman : Half a million was sold on the 27th August. 

Mr. MacKenna: Yes. 

Witness : Yes. 

Chairman: And half a million on the 2nd September. 

Mr. MacKenna: Yes. 

Witness: Yes. 

Chairman : The only date I have not got is the calling 
in of the £500,000 loan from local authorities. 

Mr. MacKenna: That is the 27th August. 

Chairman: That, 1 think, is a Monday, the 27th. 

Mr. MacKenna: Yes. On the 27th August two things 
happened: notice was given for repayment of £500,000 
of local authority loans and a sale of £500,000 of Conver- 
sion Stock, and then that was followed a few days later 
by another sale of £500,000 of stock, making £1,500,000 
in all. 

The. Attorney-General: ft is in the fortnight covered by 
the period shown by E.6A. My recollection is that the 
sales on the 22nd were in consequence of the position then 
shown. 

5844. Mr. MacKenna: It ,is in the period, os I put it 
to the witness, between the 22nd August and the 4th 
September. Now, Mr. Filgate, I want your help about 
an answer that you gave to my friend early in your 
examination about your particular interest .in call money. 
I think you told my Lord and his colleagues that you 
are specially concerned with the acceptances to which 
Lazards have put their signature? — Yes. 

5845. Those, we know, total something over £12,000,000? 
— Yes. 

5846. Are those hills accepted by Lazards discounted in 
the market? — Oh yes, all of (them. 

5847. Has that fact any bearing on the importance of 
Lazards having a large amount of call money lent to 
'the market? — 1 consider that it has. 

5848. In what way? — In two ways, really. If you have 
a certain volume of bills in the market, the market expects, 
and At is also a convenience to you yourself ilo have, a 
certain volume of money at call. For instance, taking our 
side of iit first, all those bills which we have accepted 
and which are totalled on the extreme right-hand column, 
are bills which we have 'undertaken to pay on a given 
date, come what may ; whether our client puts us in funds 
or whether he does not, we have to pay that bill. There- 
fore, if you have a large volume of bills, of acceptances 
.running, you do, for your own purposes, have a certain 
volume of call money : not .that in fact you expect your 
client to Jet you down, but inasmuch as nothing is certain 
in this life, you do keep ia certain amount of money for 
that purpose in lire call money market. On the other 
hand, the discount market themselves, who have a pretty 
shrewd idea of the total volume of your acceptance in 
the .market, expect you to keep a certain amount of call 
money with them. It is a convenience ito them. If you 
get your figure too low, and remaining too low — that is, 
your figure of call money — .there might be some comment, 
your perstige, your name might suffer, and I have always 
been very jealous of that fact, that while ou.r acceptances 
are high we should have a good figure of call money 
in the discount market. 



5849. Yesterday Mr. Brand, at .page 44 of toe Shorthand 
Note, gave this answer near toe fop of the page: “I 
think you have always to bear in mind that we have 
millions of pounds of bills outstanding with our .name on 
them, and that that is probably .the greatest goodwill asset 
we have, and it has to be protected by visible strength." 
You were talking just now about toe importance of having 
a large investment in call money. Is that the kind of 
consideration you had in mind to which Mr. Brand was 
referring at page 44?— If is exactly that. I feel that 
Mr. Brand put it more elegantly than I did, but we were 
both thinking of exactly toe same thing. 

5850. Mr. Brand gave us yesterday a desirable figure 
for Lazards’ minimum holdings of call money and 
Treasury or Bank bills. Have you any figure in your 
mind which you think it would be undesirable to come 
below substantially?— At this present time? 

. 5851. Well . . . ? — One must always take it in the 
atmosphere of toe 



"iiwapaoiB oi une weex Beginning 
the 16th September?— If I may first lake it in the normal 
way, with £12,000,000 of acceptances in the market, I 
would certainly not want to drop below £3,000,000 in 
call money for that purpose alone, and I would rather 
have more, but I would not want to drop below 
£3,000 OOO. In a period of, if I may caff it, crisis, which 
12th September, or rather 19to September, very nearly 
was, I would on toe whole want to have rather more 

F*3 
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support. It is again this declaration of strength. And, 
of course, the figure which you have in Bank bills or 
Treasury bills does not give any indication of strength 
to the call money market, because they do not know you 
have got them ; they can only work on 'the money you 
have lent them. 



5853. That is the call money as distinct from the bills? 
— The call money as distinct from the bills. 

5854. The ownership by Lazards of gilt-edged would 
be even more of a secret from the market? — They would 
not know at all. 



By The Tribunal 



5855. Chairman: This now is some time ago? — Yes. 

5856. When were you first asked to remember in detail 
what happened say, on the 13th, 16th and 17th? — I 
suppose it must have been about ten days ago. 

5857. The Minutes of these morning meetings, if you 
will forgive me for saying so, are not very illuminating? — 
They are not, no. 

5858. On the 13th September, a Friday— your “money 
day ” I think you call it? — Yes. 

5859. — there was, as I understand it, quite a discussion 
about the necessity for being liquid? — Yes. 

5860. There is not a word of it in these Minutes? — 
No, I am afraid not and I think you will find invariably 
in all these reports under the heading of “ money ”, you 
will find “ No report made,” but in fact a report is given 
of the amount of money we have at call, and the probable 
movement of the day. 

5861. And when it is decided that an amount, which is 
a considerable amount even for Lazards, of £2 million 
should be sold, there is no reference at all in the Minutes? 
— No. That, I am afraid, is quite common. 

5862. Who writes up these Minutes? — The head of each 
department, as he leaves the meeting, goes in to the 
Secretary and dictates anything which he thinks ought to 
be recorded, but there was really nothing that morning 
which Mr. Weston could have dictated. He might have 
said: “The managing directors expressed the desire to 
get more liquid,” but that is not the sort of report it 
would occur to him to make. 

5863. I want to see what the result was at the end of 
that meeting. Some decision had been taken, I suppose? — 
We are speaking now of the 13th? 

5864. Yes, Friday 13th? — The decision had been taken 
that our deposits and our call money were not in a proper 
ratio and we should get more liquid. 

5865. By that, you all meant, having regard to the 
figures you had in front of you, by selling gilt-edged? — 
Yes, by selling gilt-edged. 

5866. How was it left at the end of that meeting ; what 
was the next step? — The next step was for the managing 
directors to come to a decision amongst themselves as to 
the degree of liquidity which was desirable. 

5867. That is what I should have thought. I suppose, 
therefore, in the ordinary way, it would come up for 
discussion on Monday 16th? — Not at the morning 
meeting. 

5868. Why not? — Well, because I am afraid at is the 
way we do our business. 

5869. Would it not come up 'before whatever managing 
directors were there on the Monday? — No, I do not 
think so. We had intended to get more liquid, and we 
were turning it over in our minds and, in fact, the way 
the business was done was the way I described to you 
that we talked about it amongst ourselves during the day, 
and finally decided what we would say tO' Mr. Brand 
when he came in on Tuesday morning. It sounds a 
very unofficial way of doing things, but in fact it works. 

5870. What I want to get at is, whether the final word 
rested with Mr. Brand or not it would be a recommenda- 
tion to him by the managing directors? — Yes. 

5871. Some of the managing directors met on that 
Monday morning? — Yes. 

5872. Yet it was not discussed at the meeting? — Not at 
the meeting, no. 

5873. We know you and Mr. Meinertzhagen and then 
with Mr. Marris, discussed this matter? — Yes. 

5874. You, in fact, recommended or gave your view 
that £2 million should be sold? — Yes. 

5875. I gather Mr. Meinertzhagen agreed? — Yes, I 
think he did. 

5876. And Mr. Marris agreed? — Yes, I think Mr. 
Marris would have felt that I was going a bit high. 

5877. I suppose it was left that Mr. Meinertzhagen 
would see Mr. Brand? — Mr. Brand in the morning. 

5878. What about the other managing directors ; were 
they told? — Well, one of them was on holiday, as far as 
I remember. 

5879. Who was that? — Mr. Horsfall. The other may, 
or may not have been told that day. We would not want 
a unanimous decision to do this. 



5880. The other being? — Mr. Godfrey Phillips. 

5881. It was a recommendation of the managing 
directors. Would you not expect all the managing 
directors to have a voice in the matter? — If they were 
available. 

5882. They were? — All except Mr. Horsfall, yes. I 
would not think that this was such a very epoch-making 
event, if I may use those words, because we were turning 
£2 million of gilt-edged which was earning a certain rate 
of interest into call money, which was earning very nearly 
as much. It was not a major change in our business. 

5883. I do not mind for my purpose whether it was 
major or minor, but it was to be a decision of the 
managing directors? — Yes. It was a view expressed by 
the managing directors that we should get liquid, and we 
worked out amongst ourselves what figure we should do. 
We waited for Mr. Brand, because he is the partner who 
is chiefly concerned, and when he agreed with what we 
had discussed on the Monday we did it. 

5884. I do not understand why nobody mentioned it 
to Lord Kindersley. Why was he not brought into the 
discussion? — I do not think that it was anything one 
particularly wanted to worry him about. 

5885. I can understand your saying that 'Mr. Brand 
and Mr. Meinertzhagen are those directors who deal with 
the investments side? — Yes. 

5586. And that you personally would not consult Lord 
Kindersley on a matter of investment : but surely, this 
is not a question of a matter of investment at all. This 
is a matter of real policy, so far as Lazards arc concerned : 
to be liquid? — Yes. 

5887. I cannot understand — perhaps you can explain 
to me — why nobody consulted Lord Kindersley on the 
matter. It seems to me the most natural thing? — I think 
because we did not attach the importance to it which the 
figures appear to imply. I come back to my original 
statement, that selling £2 million of short-dated gilt-edged 
securities and turning them into call money is not a 
tremendous event in our business. 

5888. I dare say not, but three of you, at any rate, 
discussed it, did you not? — Yes, but we discussed it, if 
I may say so, there. We did not think it was necessary 
to discuss it at the morning meeting on the Monday. It 
arose as a sort of casual discussion. It started from a 
casual discussion between Mr. Meinertzhagen and myself. 
We knew we would be talking to Mr. Brand about it on 
the Tuesday morning, and the three of us were talking 
and clearing our minds so to speak, as to what we really 
meant by liquidity before we spoke to Mr. Brand. 

5889. The same as you thought you were entitled to 
express an opinion on it, surely Lord Kindersley is entitled 
to express an opinion on liquidity? — Certainly, if he 
thought he wanted to express an opinion on it. but I 
do not think he did. 

5890. I do not follow. Was it a deliberate act not to 

consult him? — No. I do not in the ordinary way 
discuss 

5891. He is a managing director : he is the Chairman? 
— Yes. 

5892. So it follows from what you say, that Lord 
Kindersley knew nothing about the amount to be sold? 
— I would not think that he knew anything about the 
amount until possibly the Tuesday, when we reported — 
we may have reported on that Tuesday what decision 
we had come to, I do not know ; I think we probably did. 

5893. On Tuesday the 17th?— On Tuesday, 17th. 

5894. At the morning meeting?— We may have done : 
I do not know. 

5895. At any rate, by Wednesday, 18th, a partial report 
was made of sales? — On the execution of what had been 
done. 

5896. Did Lord Kindersley say: “Is that the end of 
it* or “*re there more to be sold”? — I could not remember 
whether he commented or not. 

5897. He must have taken some interest in the matter? 
—Surely he did, but if you ask me whether I remember 
whether he commented, I cannot say. 

5898. I cannot press you because you can say “I just 
do not remember”?— Well, I just do not remember. 
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5899. On Tuesday, 17th, there was a reference, according 
to the Minutes, to the sub-underwriting of the Vickers 
issue? — Yes. 

5900. And Lord Kindersley was there? — Yes. 

5901. The report, as I understand it, made by Mr. Loder 
is that your company had accepted the sub-underwriting? 
— Yes. 

5902. I want to be clear on this. That is something 
which was not entered up as having been accepted after- 
wards. It does represent what it says, namely, a report 
made by Mr. Loder at the meeting that the company had 
accepted the sub-underwriting? — Yes. 

5903. You follow what 1 am putting to you? — You 
mean whether it was accepted before the morning 
meeting? 

5904. This is my point. If you look at the 18th, it is 
quite clear that when Mr. Loder is supposed to have 
reported under paragraph 2 three sales, that is quite 
wrong ; that is ail entry afterwards, they had not been 
sold? — That is a record. 

5905. If you come back to Vickers, it is clear, is it 
not, that Mr. Loder was reporting something which, at 
the time of the meeting, had already taken place?— I 
would not like to be categorical about that. _ 

5906. How can we tell anything? — I think Mr. Loder 
may be able to tell you whether he reported that at the 
meeting, or not. As I say, these are records of some of 
the events of the meeting which need to be recorded for 
action by the partners, and, as in the case of these sales 
— I just do not know about the figures — they arc reports 
of something which is to be done during the day which 
the managing directors who were not present at the 
morning meeting may want to know about. But I cannot 
tell you for certain whether at that morning meeting 
Mr. Loder reported that we had accepted the underwriting. 
I think he did, but I do not want to be categorical. 

5907. When it says : “ We have accepted,” were the 
managing directors ever consulted about accepting the 
sub-underwriting? — Certainly Mr. Brand and Mr. Marris 
and Mr. Meinertzhagen would have known about it. It 
would be an underwriting we would not refuse anyhow. 

5908. I think you referred, in answer to Mr. Attorney, 
to this being a .routine reporting of sub-underwriting. 
I suppose the position is, that before Morgan Grenfell 
ever wrote, they had consulted you amongst other prospec- 
tive sub-underwriters? — I do not know if they had 
consulted us or not. We knew, of course, that there was 
an issue in the oiling, and wo knew perfectly well that 
if we were offered underwriting, we would take it. One 
does not refuse that kind of thing. 

5909. You were on the list of regular people who were 
offered sub-underwriting? — Yes. 

5910. And you took it automatically? — And I would 
imagine either Mr. Brand or Mr. Meinertzhagen would 
have told Mr. Loder: “When it comes, let us know,” 
simply for our interest as to what time it was done. 

5911. I want to be clear on one other matter. On the 
16th, when you were discussing the question of sales 
with Mr. Meinertzhagen and Mr. Marris, you did not 
have the figures, as you have said, which you have got out 
for the Tribunal over night? — No. 

5912. But you had got a report from Mr. Weston? — 
We had our verbal report in the morning. 

5913. And in deciding the amount to sell, am I right in 
thinking that you did not really go into the question of 
withdrawals and deposits? — No. 

5914. That had taken place since the Friday? — No. The 
movement of money over the week-end might be purely 
commercial. 

5915. If you had gone into it, you would surely have 
to have done very much more than just find out that one 
payment was French wool. You would have gone into 
it in detail, would you not? — Yes, hut if I saw our call 
money or deposits, or whichever figure I was asking about, 
was up 'by that amount and I knew that was due to money 
coming in for French wool, I would not delve any deeper, 
because we were working in a certain atmosphere. 
Nationally we were working under conditions where there 
is a certain pressure on the pound, and we had decided to 
get more liquid and I would not pay attention to day-to- 
day movements as between a Friday and a Monday with 
the idea of reversing that decision. 

5916. If you had wanted to look at the figures, you 
would have had to look at deposits of something like 
£1,500,000, which had come in, to see which of them were 
stable and which of them were unstable? — £1,500,000 
which had come in? 

5817. Yes. — Do you mean over the week-end? 

5918. Yes. £700,000 had gone out? — I see. I beg 
your pardon. 

30671 



5919. And in spite of that an overall increase of over 
£700,000 had accrued. Therefore, there must have been 
deposits of very nearly £1$ million?— Yes, if one includes 
in deposits all this in-and-out money which was going on. 

5920. You have looked and said that about £500,000 of 
•that was unstable because it was French wool, but the 
other £1 .million might have been very stable for all we 
know? — You see, when I said that we lived with it, I 
would have realised that some large deposits had come in 
from a source which was likely to stay. 1 would like, if 
T may, to consider this point that when you say we had 
received notice of withdrawals running from the 12th to, 
I think, about the 20th of £1 million, and over the same 
period from the 1 2th to the 20th our deposits went up by 
£S90,000 or so- —yes I think that reasoning is correct, 
but of course all this money which was going out and 
which, on the whole, was what I would call commercial 
money or quick turn-over money, was probably being 
accompanied by the money coming in again for purely 
commercial purposes. If I wanted to sort of analyse the 
impact of the whole of that I would have to do quite 
a lot of research. 

5921. And you did not do it in this case? — I did not 
do it, because, as I say, one felt what was going on. 

5922. 'Lastly, were you one of the people who felt — let 
us go by stages— 'that the Bank rate ought to be raised?— 
Not all by itself. 

5923. I did not say that, but amongst other measures? — 
Amongst other measures I would have assumed it would 
have been raised, but I would not think that it was an 
essential part of the other measures. 

5924. Did you form an opinion at the time, as to 
whether the Bank of England would raise it? — I did not 
form an opinion at the time. The opinion I formed was, 
that if any steps were taken, it was more likely to be 
restriction of hire purchase, further credit restriction, a 
■general tightening up. I did not expect Bank rate to go 
up, although 1 thought it might be added to the general 
programme. I could not see that it was going to do any 
good. 

5925. You did not come to the same conclusion then as 
Mr. Brand, that it would he raised? — No. 

5926. Was there a great deal of discussion about that 
amongst the managing directors?— On the particular point 
of Bank rale? 

5927. Yes.-— No. I think there was a discussion, cer- 
tainly, that morning with Mr. Meinertzhagen. We dis- 
cussed the various things the Government might do, or 
could do, and I think expressed our views as to what 
would be the right thing to do, and I am fairly certain 
that we differed in our views, as was frequently the case. 

5928. So far as selling gilt-edged was concerned, there 
would be no difference bolwccn you, would there? — What- 
ever happened, I wanted to sell gilt-edged, until I knew 
that the Government had taken the steps which would 
restore foreign confidence. Until I saw what those 
steps were and how the foreigner reacted, I was not going 
to give a hang. 

5929. Whatever happened there would be no doubt that 
•to sell gilt-edged would be the right thing? — To get liquid 
was the right thing. 

5930. If the pressure on the pound continued, you were 
then liquid? — Yes. 

5931. If the Bank rate was raised and the pressure 
ceased, you could always buy back? — I do not think that 
crossed my mind actually, that we could always buy 
back. I was greatly preoccupied with getting into money. 

5932. That was no doubt the primary consideration, to 
get liquid, but it must have crossed your mind, must it 
not, quite naturally: “If the Bank rate is raised and we 
find we have sold too much with the pressure on the 
pound ceasing, we can always buy back ”? — Yes. I think 
my thoughts stopped at the point: “If the Bank rate is 
raised gilt-edged will go down.” I was also conscious of 
the fact that I could see nothing which would make gilt- 
edged go up. 

5933. Mr. Milner Holland : If your prime concern was 
to be liquid, had you any other method of getting liquid 
than the course which you took? — None. 

5934. Was there anything else to sell? — No. When you 
say was there anything else to sell, we have, of course, got 
some rather unimportant industrial investments, but if 
you are going to raise a million or two, gilt-edged is the 
only thing to sell. 

5935. I rather want to know this, because one or two 
answers you gave to my Lord seemed to suggest that you 
made a choice of selling gilt-edged. Did you, or did 
you not? — No. 1 am sorry if I created that impression. 
There was nothing to sell except gilt-edged. 

F* 4 
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5936. You say there were one or two minor industrial 

shares. Of what order? — £50,000 or £60,000, that sort of 
thing. , . 

5937. I want to understand one other part of your 
evidence. I will put it to you in the form of a leading 
question which you can assent to if you wish. Are you 
saying that the particular figures on a particular day are 
not, by themselves, indicative of anything special, but that 
the tendency for deposits to fall over the whole period, 
coupled with your knowledge of what was going on, is 
the significant thing? — Yes. 

5938. As I understand it, you are saying that if you 
looked at the figures for one day without knowing what 
they represented, you could not form a reliable decision 
as to what to do? — You could not form a reliable decision 
as to the trend, not in a day. 

5939. I want to ask you now about a different matter. 
I see from the big table that goes right across the page 
gilt-edged investments by Lazards down to August 22nd — 
it only begins at the beginning of July — stood at £5,700,000 
short dated, and £450,000 long dated? — Yes. 

5940. Then we have, what I will call for the moment, 
the period of disturbance: you sold half a million, then 
sold another half a million, then you sold one and a half 
million pounds?— Y es. 

5941. Then you bought back — I forget the exact sum? — 
£750,000. 

5942. That all took place within a month? — That all 
took place within a month. 

5943. From that time on, the figure, as far as this table 
goes, was steady at £4,450,000 short-dated gilt-edged? — 
Yes. 

5944. What is the figure today? Is it £4,450,000? — I do 
not think we have bought any more. 

5945. Or sold any more? — No. 

5946. Can you tell me from your own recollection, for 
how long prior to the beginning of this table, the gilt- 
edged investments had stood at the figure they commenced 
at? — I could not tell you from my recollection at all. 
I do not think I have got the figures here. 

5947. I am not going to ask you to pin yourself to it 
at all, but do you think that the gilt-edged investments of 
Lazards remained about the same for some time before? 
— I should think so, but I really do not want to be specific, 
because I do not pay an awful lot of attention to the 
volume of our gilt-edged. 

5948. Was not this period of a month quite a shake-up? 
— Quite a shake-up. 

5949. Yes? — Certainly. 

5950. It would not be right for us to imagine, as some 
of your answers might tend to make us think, that there 
was nothing to this ; it was ju9t a switching of a couple 
of million gilt-edged into call money. There was a shake- 
up? — Yes, but the shake-up was at the other end. The 
shake-up was the fact which led to the necessity to sell 
these investments. 



5951. 1 think you are saying the same as I am suggesting 
to you. This period of a month in Lazards, as regards 
their general position, was a bit of a shake-up. There was 
a real change round in the holdings between gilt-edged 
and call money?— Yes. 

5952. We are not to take you as saying there was really 
nothing in this at all ; it was just switching two million 
pounds gilt-edged into call money where it would earn 
very much the same, or only a little less? — No. I am sorry 
if I gave that impression. 

5953. May be you did not, but I thought that is what 
you said? — No. The impression I really wanted to give 
was that a thing of this sort is not one where you would 
want to get all your partners together to agree about it. 

5954. That is perhaps another question. You cannot 
recall, can you, in your thirty-six years with Lazards, an 
occasion on which there was so large a switch of gilt-edged 
holdings into call money? — When you say my thirty-six 
years, I must point out that for a great many of those 
years I was not in the least concerned with policy, or even 
gilt-edged dealings. 

5955. I was crediting you with your full years, but I 
realise you may not at first have been concerned with 
major policy?— Since ,the war I do not recollect it. 

5956. Do you recollect a changeover from gilt-edged to 
call money, or anything like this?— Of £2 million in one 
day? 

5957. £2 million .at a time?— I cannot recollect it but 
I do not want that to be taken to mean it did not happen. 



5958. I am interested in what you can recollect. Of 
course that may have happened, but you cannot recall it 
happening since the war? — No. 

5959. A million pounds? — Oh, yes. When I say Oh, 
yes ”, I am quite sure we have. 

5960. So that the amount involved, just resting on your 
memory for the moment, was substantially larger than any 
other you can remember since the war? — Yes it is, but 
of course, I would like to look at the figures, because 
we have bought and sold £2 million in what I might call 
normal conditions, where it would not make much impres- 
sion on me. The whole of this sale is wrapped up in 
my mind with this sterling crisis. 

5961. That is what I understood, really? — So that I 
might not, I am afraid, have paid such attention as I 
should have done in previous years to any particular gilt- 
edged operation we were carrying out. 

5962. Lastly, I want to get die picture clear in my mind: 
you were the specialist on questions of commercial credit? 
—Yes. 



5963. Mr. Brand and Mr. Meinertzhagen were the invest- 
ment experts? — Yes. 

5964. I do not of course want to say anything which 
appears to be disrespectful: we know Lord Kinderslcy 
was Chairman, but what was his speciality apart from 
being Chairman? — I would say that as far as business 
affairs are concerned, what is nearest bis heart is the com- 
mercial credit side of our business. 

5965. That is your side? — Yes. 

5966. And you discussed with him, no doubt, from time 
to time major questions which arose on that side? — Yes. 

5967. What makes you so sure, as I think you are sure, 
that there was no discussion with Lord Kinderslcy about 
the sale of £2 million gilt-edged? — I cannot remember 
having seen him except at the morning meetings on those 
days. 

5968. And on none of those occasions do you remem- 
ber the matter being discussed in his presence? — Only at 
the Friday morning meeting when wc decided to get liquid. 

5969. Mr. Veale: What time do you have the morning 
meeting? — Half past ten, sometimes a little later. 

5970. How long do those meetings last? — If there is 
nothing much going on, they could be finished at 11 
o’clock, and I have known them go on until a quarter 
past twelve. 

5971. The conversation about that which you have 
described as the depressing one about the pound, you 
said took place in mid-morning? — Yes, about mid-day. 

5972. Would that mean almost immediately after the 
morning meeting? — Probably not, because usually when 
we come down from the morning meeting there is some- 
thing waiting to be done. There comes a moment in the 
morning when you may be free, and that is the occasion, 
if anybody else is also free, that you are apt to get into 
that sort of talk. 

5973. I do not know whether you can remember one 
way or the other: did Lord Kindersley stay at Lazards 
after that morning meeting? — I cannot tell you. 

5974. When you were talking to Mr. Meinertzhagen and 
Mr. Marris, you were, I understand, definitely talking 
about the possibility, at all events, of a rise in the Bank 
rate? — That came into our discussion as to whether that 
should be done or not. I do not remember that any- 
body expressed the view as to whether it was likely to be 
done. I think we were arguing what good it would do. 

5975. You said a little time ago that you differed in 
your view? — On what good it would do. 

5976. Did you — I gather you did — regard it as very 
much on the cards? — Yes, I regarded it perhaps as not 
too much on the cards, because I was expecting, quite 
frankly, if we were going to get any kind of action, 
another round of restrictions. 

5977. What view did Mr. Meinertzhagen and Mr. 
Marris take about it? — I do not know. I think Mr. 
Marris was expecting a change in the dealing rates, but 
I cannot quite remember. I know that we were, all of 
us, fairly divergent in our views as to what ought to 
happen, much less as to what would happen. 

The Attorney-General: Might I clear up one point, 
because I think my friend and I may have been at cross 
purposes. I do not gather there was any dispute about 
it in regard to the figures. 

Chairman: You were talking of the Friday to Friday 
and he was talking of the Wednesday to Wednesday. 

The Attorney-General: I would like to get it clear 
beyond all doubt because I think this is the witness who 
can deal with it. 
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Re-examined by Te 

5978. Will you turn to your Table E.6. I want to see 
if we can get it right. On 22nd August the deposits were 
down, were they not? — Yes. 

5979. By £144,000 I think accurately. During that week 
I think it appears from that £50,000 was paid back by 
local authorities? — During the week ending the 22nd? 

5980. Yes?— Yes. 

5981. On the 27th August did you sell £500,000 gilt- 
edged. Will you, to check your memory on that, look 
at the Minutes of the morning meeting for that date? — 
£500,000, yes. 

5982. You see there : “ We have sold £500,000 4 per 
cent. Conversion ”? — Yes. 

5983. On that date— I think it was on that date— was 
£50,000 paid back by the local authorities, at any rate, 

(The Wltrn 



i Attorney-General 

paid off before the 29th? — It was somewhere between 
the 27th and the 29th. 

Mr. MacKcnna : The 28th. 

5984. The Attorney-General : On the 29th the deposits 
had dropped, as you discovered, I believe, at the meeting 
of the 30th, by £1,584,000?— Yes. 

5985. Did you, in consequence of that, decide to sell 
the £500,000 gilt-edged, which was sold on the 2nd 
September? — They were sold on the 2nd, yes. 

5986. And you had coming in in that week the £500,000 
on local loans as well? — Which had been called on the 
27th, I think. 

5987. Called on the 27th as shown by the Minutes?— 
Yes. 

'.v withdrew.) 
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Examined by The 

5988. Is your full name Daniel Meinertzhagen? — It is. 

5989. Are you a Managing Director of Lazard Brothers? 
— Yes. 

5990. Have you held that position for nearly three 
years? — I have. 

5991. Have you any other activities in the City? — I 
am Director of the two subsidiary companies of Lazards, 
and of two other public companies. 

5992. What precisely are your functions in Lazards? — 
Before I became a Managing Director I was the head of 
the Stock Department and the Head Dealer, and since 1 
became a Managing Director I have concentrated very 
largely on the investment side of the business. That is 
to say, in the firm’s investments and so on, and in under- 
writing our own issues. 

5993. So if there is a policy decision to sell, say, £5 
million gilt-edged or whatever it may be, you would be the 
Managing Director who would consider what should in 
fact be sold to realise that sum? — The mechanics of how 
it should be dealt with would be left very largely to me, 
yes. 

5994. And I suppose you are the Managing Director to 
whom other Managing Directors would turn for views 
as to general trends on the market? — On the market side 
they would turn to me for information or views, certainly. 

5995. Were you present at the morning meeting of the 
Managing Directors of Lazards on the 13th September?— 
I was. 

5996. We have heard from Mr. Filgate what happens 
normally with regard to the money at that morning 
meeting? — Yes. 

5997. That the statement is read out from the brown 
book. I want you, if you can, because this is very 
important, to tell the Tribunal to the best of your recol- 
lection, what happened at that meeting? — To the best of 
my recollection it was a very short discussion. The figures 
were drawn to our attention, I think by Lord Kindersley, 
and I think again that Mr. Brand expressed the view 
that we should get more liquid, and I certainly was not 
left with the impression that I was to do anything cut 
and dried at that point, but we would think about it 
and have our views ready as soon as we could. That is 
why on the Monday I did discuss it with those partners 
who were present on that day. 

5998. I will come to the Monday in a minute or two ; 
I want to stick to that day for the moment. Was there 
anything said by Lord Kindersley, apart from reading out 
figures from the brown book? — I do not recollect him 
saying anything in particular, no. 

5999. At that time can you recollect what your view 
was? Was it your view that it was not a good thing 
to be a holder of gilt-edged, or a better thing to be a 
seller of gilt-edged at that time?— That was not in fact 
the choice that presented itself. 

6000. I appreciate that. I am asking you a general 
question? — At that point of time I was still a holder of 
gilt-edged. 

6001. I did not ask you whether you were still a holder? 
—I still counselled the holding of gilt-edged. 

6002. Did you know what Lord Kindersley’s views were 
on that subject? — I did not. 

6003. Had you at any time since his return from Canada, 
had any talk with him about the future of the pound?— 

I believe that I did. I cannot remember any formal 
discussion, but I am sure that such topics would have 
come up in the course of the conversations in those days, 
either at luncheon with guests or casually during the day. 

I had no formal discussion with him on those problems. 



Attorney-General 

6004. And pressure on the pound? — And pressure on the 
pound. 

6005. I am not asking you whether you had a formal 
discussion or not, but before the 13th September do you 
think you were aware of his views about the financial 
situation? — Not in any specific way, no. 

6006. Generally? — Generally, 1 would have supposed at 
that time he was worried, as wc all were, about the 
continued pressure on the pound. 

6007. If that had led to devaluation there would have 
been some loss on your gilt-edged, would there not? — 
If that had led to devaluation there would have been of 
course — at least wc supposed — a considerable loss on our 
deposits, and devaluation would undoubtedly have led 
to a weak gilt-edged market and a fall in the value of 
our portfolio. 

6008. And if there had been an increase in the Bank 
rate that again would have depressed the gilt-edged prices? 
— That could be expected. 

6009. On the 13th September, you being aware of the 
situation and of Lord Kindersley’s general view, were you 
considering, in your mind, the possibility of tin increase in 
the Bank rate? — I never had an increase in the Bank rate 
in the forefront of my mind. 

6010. Did you consider that some steps would have 
to be taken, or not? — I certainly considered that some 
steps would have to be taken to deal with what 1 con- 
sidered was a deteriorating situation. 

6011. Did you go on to consider if either devaluation 
took place or the Bank rate was raised, it would be quite 
a good thing not to be a holder of gilt-edged? — At a 
later date I would come to that conclusion, yes. 

6012. What later date? — When I appreciated how far 
things had in fact gone. 

6013. When was that, on the Monday, Tuesday or 
Wednesday?— I think that it was a growing situation. 
There were a number of ways .in which the Government 
could deal with it, or they could do nothing at all. If 
they had done nothing at all one would suppose that the 
confidence of the foreigner in sterling would be com- 
pletely lacking and devaluation might be forced upon us. 
There were other steps which they could take, some of 
Which might involve Bank rate, others of which mitfht 
not. 

6014. I was just asking whether you had come to that 
conclusion on the Monday, Tuesday or Wednesday?—! 
did not on the Monday or the Tuesday or the Wednesday 
consider myself that a change in Bank rate was likely. 
My eyes were firmly fixed on the I.M.F. meeting the 
following week, and I thought something would have 
to be said. 

6015. You had come to the conclusion that some steps 
were necessary? — Certainly I had. 

6016. And if they were not taken there would be dis- 
aster? — That was my view. 

6017. I am just putting this .to you: you had come 
to the conclusion before Thursday the 19th, that it would 
be wise policy to sell gilt-edged because of the possibility 
either of devaluation or of a rise in the Bank rate?— I 
could see very few factors which were likely to sustain 
the gilt-edged market at that time. 

6018. Could you just answer the question? — Could I 
have the question again? 

6019. Had you come to the conclusion before Thurs- 
day, the 19th September ithait it would be wise to sell 
gilt-edged on account of the possibility of an increase in 
the Bank rate, or on account of the possibility of de- 
valuation? — On the first part of the question I had 
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not myself, as I think Mr. Brand said yesterday, thought 
a Bank rate change likely. On the second point, the 
position seemed to be deteriorating, so that I could only 
see what I would call a sagging gilt-edged market at that 
point. 

6020. Do you remember any morning meeting at about 
that time at which there was a general consideration of 
policy in relation to Lazards’ gilt-edged investments? — 
Our only discussion on that subject at a morning meeting 
was on Friday the 13th, when we discussed liquidity. 

6021. I come to the morning of Monday, the 16th. 
You were present at the morning meeting I think, were 
you not? — I was present. 

6022. I would like again from you, in your own words, 
your account of what took place after that morning 
meeting? — After the morning meeting I think I returned 
to the partners’ room and around about mid-day I would 
say, I began a conversation with Mr. Filgate and we were 
joined some time later by Mr. Marris, who had not been 
present at the morning meeting, and had come in at a 
later time. 

6023. What happened between you and Mr. Filgate' 
What did you say? — I cannot recollect my exact words. 
We were discussing in a general way the firm’s liquidity 
position and our feeling that nothing over the week- 
end bad made things look any brighter from the general 
point of view. 

6024. How did you arrive at the figure of £2 million? 
—I think it was first put up by Mr. Filgate; I cannot 
remember at what exact time. It certainly accorded very 
generally with my own views on the subject. 

6025. What were your views on the subject? — That if 
our feeling was .that we should aim at that figure of 
liquidity which not only took account 'of all the deposits 
we had already lost but which took account of what 
we supposed would be a continuing trend and put us in 
a position (as I think Mr. Filgate has said) .to get on with 
our other business without having to look over our 
shoulder at the figures, that £2 million was the kind of 
figure which achieved that purpose. 

6026. Did you go into figures at all before you arrived 
at that conclusion? — On Monday, no. 

6027. Did you make any inquiry to see what had hap- 

pened with regard to your deposits since the previous 
Thursday? — -No. . 

6028. Did you make any inquiry as to possible outgoings? 
— I think we had had at the morning meeting, some 
indication of what ithe movements were likely to be in 
the course of the day. 

6029. Very general, was it? — Very general as far as 
I can remember. 

6030. When you agreed to the sale of £2 million 
gilt-edged, had you in your mind the possibility that the 
value of gilt-edged might drop quite speedily?— I had 
no views on whether it would drop speedily. On the 
Wednesday, in fact, I turned down a price because I did 
think it would drop speedily. 

6031. I am asking you about the Monday? — On the 
Monday I had no views that it would drop speedily. 

6032. That meeting on the Monday did not take very 

long, did it?— The morning meeting, as far as I can 
remember 1 

6033. I am asking you about your meeting with Mr. 
Marris and Mr. Filgate? — It started some time after mid- 
day and broke up at lunch time. 

6034. Did you lunch at Lazards? — Yes. 

6035. Do you remember whether Lord Kindersley 
lunched at Lazards that day? — I recollect that he did. 

6036. Do you recollect whether or not there was any 
conversation with him at that lunch? — We had a guest 
and there was no conversation that I can remember. 

6037. Neither before nor after the lunch? — Not about 
the matters we had been discussing. 

6038. Are you quite sure? — Absolutely. 

6039. Was Lord Kindersley at Lazards all through the 
afternoon? — I know now that he was at a British Match 
meeting that afternoon. 

6040. Is that at Lazards? — It is ait Lazards. 

6041. Did you in fact go home with him in the car? — 
I did go home with him in the car. 

6042. And with Mr. Marris? — And with Mr. Marris. 

6043. Where did you sit in the car? — I sat beside the 
chauffeur in the front seat. 

6044. Is it a car with a partition? — If there is a partition 
it was down. 

6045. You do not know whether there is one or not? — 
Anyhow I could .talk to the back of the car. 

6046. On the way home was there any discussion about 
the pressure on the £? — In the most general way, yes. 



6047. And the seriousness of the situation? — Again in 
a very general way. 

6048. And I suppose some very general observations 
about H.M. Government were probably included? — I 
would not be surprised. 

6049. During the course of these very general observa- 
tions was there any general reference to a matter which 
was not perhaps unconnected, namely, the decision to sell 
£2 million gilt-edged? — No. 

6050. No mention at all? — No. 

6051. Are you saying, although you saw Lord Kindersley 
at lunch and although you saw him on the way home, so 
far as you are aware no information was given to the 
Chairman and Managing Director of your decision? — No. 

6052. Do you Managing Directors try and keep each 
other informed as much as possible of all decisions on 
major matters? — We do. 

6053. I gather one of the purposes of the morning 
meeting minutes is to record events that have happened 
after the morning meeting for the information of other 
Directors? — That is so. 

6054. You have been for nearly three years a Managing 
Director of Lazard Brothers? — I have. 

6055. And you have dealt with their stock book? — 
Certainly. 

6056. Can you recollect any previous occasion within 
those three years on which some of the Managing Direc- 
tors have decided to sell up to £2 million gilt-edged to 
improve the liquidity? — In the last three years we have not 
made any decision to sell up to £2 million gilt-edged. 

6057. While you have been working at Lazards (which 
may cover a longer period) can you recollect any occasion 
on which that happened? — I could not recollect a figure 
of £2 million. 

6058. So far as you are aware then, this was an unpre- 
cedented decision in magnitude? — In terms of a single 
decision over a period of two days it was larger than I 
could recollect. 

6059. And very considerably larger, is it not? — I would 
not say very considerably larger. 

( Adjourned for a short time.) 

6060. The Attorney-General: I think we had just dealt 
with your car going away on the evening of 16th? — Yes. 

6061. Now I come to the morning of the 17th. You 
saw Mr. Brand before the morning meeting on the 17th? 
— I saw him, I would say, at about 10.15 on Tuesday 
morning. 

6062. Then you got his approval to the sale of this 
quantity of gilt-edged? — Yes. 

6063. Then you attended the morning meeting with 
Lord Kindersley, Mr. Brand, Mr. Marris and Mr. Filgate? 
— I was there. 

6064. Can you explain this to me : if it was the policy 
of the managing directors to keep each other informed, 
why was nothing said at that meeting about the decision 
which you had arrived at following upon what happened 
at the meeting on the 13th to sell up to £2 million gilt- 
edged? — It was not mentioned by me at the meeting, 
because at that point of time, although I had given the 
orders, nothing had been done. 

6065. But as a matter of informing the Chairman, not 
consulting him, but informing him, one would have 
expected, would not one, something to have been said 
about the decision which had been arrived at, finally 
approved by Mr. Brand, only a short space of time be- 
fore? — I think the answer to that question is twofold: 
first of all, I think Mr. Brand and I and Mr. Marris, if 
we had taken a decision, would feel that we had authority 
to go ahead ; there was therefore no need from that point 
of view to inform Lord Kindersley. And speaking for 
myself, I would say that I had been brought up always, 
in times of crisis particularly, not to mention things to 
Lord Kindersley which might be controversial at that time. 

6066. Chairman: Would you say that again? “I was 
brought up . . .”? — 'Well, it is an unwritten rule as far 
as I have been concerned, that we do not discuss with 
Lord Kindersley, at least I do not discuss with Lord 
Kindersley, controversial matters which might be difficult 
for him to discuss or consider, .particularly in times of 
crisis. 

6067. The Attorney-General: But this was not, at that 
stage, a controversial matter, was it? — I think it was clear 
to me anyhow that at that time certain matters might or 
must indeed be under discussion by the authorities. 

6068. What do you mean by that, that you had in mind 
that the Bank rate increase was under consideration? — 
At that time I had no idea of Bank rate whatever. 
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6069. What did you mean by your answer that certain 
authorities were considering certain things? — Well, I had 
in mind that the International Monetary Fund Meeting 
was taking place the following week and, therefore, a 
large number of matters must be under discussion at that 
time. 

6070. May be, but what was controversial about the 
decision which you got approved by Mr. Brand, to sell 
up to £2 million gilt-edged? — I felt it would be more 
tactful if the information reached Lord Kindersley, as it 
would do, when the deals were done and reported, as they 
would be reported, within a few hours. 

6071. Just a question of tact? — 'Well, it would be less 
embarrassing. 

6072. I am not suggesting that you required to get his 
authority for this transaction, having obtained .the 
authority of Mr. Brand, but what was the objection to 
giving him information as to the decision that had been 
made? — I do not recall at that meeting that the oppor- 
tunity presented itself. 

6073. If it had presented itself, what was the objection 
to giving the information? — As I have tried to convey 
before, in these matters we try not to start a discussion 
on these kinds of things. 

6074. You consider that it would have been tactless just 
to tell the Chairman, one passing reference, “ You remem- 
ber our discussion last Friday about liquidity? We have 
decided we have got to sell up to £2 million gilt-edged.”? 
— I cannot recall that I had the opportunity to do that. 

6075. If something of that sort had been said, would 
you have regarded it as tactless? — I would have thought 
it possibly better left to another moment. 

6076. At any rate it is quite dear that nothing of any 
kind was said? — I do not recall that the subject was raised 
at the meeting on Tuesday. 

6077. Before the meeting on the Tuesday, had you given 
instructions for the sale of up to £1 million nominal of 
the firm’s gilt-edged investments? — I had. 

6078. Had you given instructions that the sales were 
to be effected in such a way as not unduly to press the 
market? — I had. 

6079. That is to say that the sales would only be made 
at prices which were considered reasonable? — May .1 
explain that it would normally be understood by our 
dealers, if I give an instruction of that kind, that they 
would only deal without reference to me if the price they 
could obtain was, in fact, closely approximate to the price 
which they had in mind when I gave the order. 

6080. I think we know that the next day you sought to 
sell £500,000 and you, in fact, sold £50,000 because the 
price was not right? — Of the Exchequer 3’s, that is correct. 

6081. Later, either I or my learned friend, Mr. Winn, 
will ask you about how you came to make the re-purchases 
later on. I want to put to you now this general question : 
prior to the rise of the Bank rate, had you on any preced- 
ing occasion had any conversation with regard to a pos- 
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sible rise in the Bank rate, in the presence of Lord 
Kindersley? — Not that I can recollect, within — I do not 
remember, in September, having had such a conversation. 

6082. Or any conversation as to the future of gilt-edged 
investments in his presence? — I cannot recall any specific 
conversation on that point. 

6083. Or conversation as to the effect of the pressure 
on sterling on the price of gilt-edged? — It is possible 
that I have taken part in conversations which made that 
kind of reference. 

6084. In his presence? — I could not say one way or the 
other whether he was present or not. We certainly had 
discussions amongst ourselves on those kind of points. 

6085. Had you any idea what his views on, .this matter 
were? — I had no idea, no specific idea. 

6086. No general idea? — 1 have said that my impression 
was that he was worried, as we all were, with the way 
in which pressure was building up on sterling. 

6087. Did you yourself think that there was likely to be 
a rise in the Bank rate? — I did not. 

6088. Why not? — Because I did not believe that Bank 
rate by itself was a solution to our problems, and I did 
not know what other measures the Government might 
take to deal with the situation. I recognised that some of 
them anight involve a rise in Bank rate, but I looked upon 
Bank rate as a subsidiary matter to the other measures 
which Government might take. 

6089. Now I want to come to the re-purchases on the 
23rd and 24th. Were you responsible for giving instruc- 
tions for those purchases to be made? — I was responsible 
for giving instructions for those purchases to be made. 

6090. Was a decision to buy those stocks taken by you 
alone, or after consultation? — My recollection is that in 
both cases the decision was taken at the morning meeting 
with those concerned. 

6091. That is to say the 23rd and 24th? — That, I think, 
is so. 

6092. Lord Kindersley was present on both occasions? 
—He was. 

6093. Was there any discussion as to the circumstances 
surrounding the repurchase of these stocks? — There was, I 
think, a recognition by us all that the position had changed 
fundamentally. 

6094. Did someone say that because you sold gilt-edged 
just before the Bank rate changed, you had got more call 
money than you needed? — In the circumstances, as they 
then appeared, we seemed to have some leeway in our 
call money, yes. 

6095. I thought that the yield on the call money com- 
pared favourably with gilt-edged? — I think it did at that 
time. 

6096. What was the point of buying gilt-edged back 
again? — Because, at that point of time, it looked cheap. 

6097. In fact, by selling just before the Bank rate 
announcement and buying back directly afterwards, you 
made a profit of about £32,000? — That is so. 



Re-examined by 

6098. Can you tell me how much gilt-edged did Lazards 
not sell on the 17th and 18th? — £3,700,000. 

6099. Have you worked out how much they lost by not 
selling that gilt-edged? — It would have been of the order, 

I should have thought, of £100,000 anyhow. 

6100. If you are going to do a little sum between pretty 
profits on the one hand and pretty losses on the other, 
the losses will be rather larger than the pretty profits? 
— I would have said so, yes. 

6101. You were asked just now, in passing, about the 
manner in which you gave your instructions for the sale 
of the securities on the 17th and 18th. There is only one 
matter that I want to ask you about, and that is the way 
in which your instructions were carried out in respect of 
the Exchequer 3 per cent. The amount which you ordered 
Mr. Loder, the dealer, to sell or try to sell for you was 
£500,000 worth, is that right? — That is so. 

6102. Did you give him those instructions on the 
morning of the 18th? — I gave hiim the instructions on 
the morning of the 18th between 10.15 and 10.30, I 
would say. 



By The 

6107. Chairman: I gather it was left at the end of 
•the morning meeting on Flrdday 13 th “ We will think 
about it”? — Yes. 

6108. By “we” you meant those whom I think you 
have talked of today as your partners?— That is so. 

6109. Your fellow managing directors?—' Yes, that is so. 



Mr. MacKenna 

6103. Did you give him instruct, ions at the same time 
for the sale of 'the other two lots? — 1 gave him instruc- 
tions for all three lots at the same time. 

6104. Did he come back to you at any time during 
the day? — He came back to me at .some time later in 
the day, reported 'that the two other stocks had been 
executed, but that the brokers trying to do the Exchequer 
3’s, could not offer him a price and he quoted a price 
which I agreed was not good enough from our point 
of view. 

6105. Do you remember how it struck you, the price 
that was quoted to you for the £500,000? Did you say 
anything when he mentioned what was offered?— I think 
I said that it was a ridiculous price and wc could wail, 
hang on, and we would probably or might do better. 

6106. Did you make any further effort to sell that 
£500,000, either that day, the 18th, or ithe following day? — 
No, indeed. It was left with the broker, I think, on the 
understanding that if he could bid us a price nearer the 
one that we wanted, he would do so. He did not, and 
we therefore did not re-open the matter with him. 



Tribunal 

6110. I want to be quite clear what you are saying. 
Are you saying that there never was an opportunity 
thereafter to talk to Lord Kindersley about it, or are 
you saying there was opportunity, but, because it might 
be embanrassing, you avoided discussing it with him? — I 
do not recollect that there was a specific opportunity 
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to do so. I would certainly not, fox the two reasons 
I gave, seek to create one. 

6111. As regards the opportunity, he was there on the 
Monday morning? — He was there on (the Monday morn- 
ing, but I think he was probably busy. His door may, 
or may not, have been closed ; I cannot recollect. 

6112. But as I understand it, there is a central room 
in which five of you sit? — That is so. 

6113. And there is a little room at one end that Lord 
Kindersley has? — Yes. 

6114. And another room at the other end that Mr. 
Brand has? — Yes. 

6115. If you really wanted to talk to Lord Kindersley 
about something, it is as easy as anything, is it not, to 
go to his door?— I could if it was urgent, yes. If his 
door was open, of course, the opportunity would be 
easier than if he toad a visitor inside this room and one 
did not want to distort) him. 

6116. He was also at lunch?— He was also at lunch, yes. 

6117. No difficulty, if you wanted to, in seeing him 
before you went into lunch, or as you came away from 
lunch?— If I had felt it necessary to talk to him, I could 
have created the opportunity. 

6118. And in the car in the evening?— It was not very 

easy sitting as we were, with the chauffeur in the 

6119. On the morning of the 17ith, ample opportunity?— 
Again, if I had wished to do so, I could have done so, 
but it is not the kind of thing I would have discussed 
with him, for the two reasons that I have already tried 
to give. 

6120. On the 18th, in the morning, he was there— again 
ample opportunity? — He was there on the 18th. in the 
morning. 

6121. Was there nothing said to him on the 18th when 
Mr. Loder reported certain sales? — So far as I know, 
on the morning of the 18th, I cannot recollect whether 
the report was made at the morning meeting or not. 
I think the report of the previous day may have been 
made on the 18th. 

6122. According to the Minutes, Mr. Loder reported on 
the 18th that the day before, the 171th, he had made certain 
sales? — I think he probably did report, although as I 
knew it myself so well, I would not remember whether 
he said it there as well. 

6123. Was Lord Kindersley told at that meeting on 
the 18th?— I think if Mr. Loder reported if, he would 
have known on the 18th that we had done (those sales. 

6124. Did he know that you were, that day, trying to 
sell some more?— I would suppose, possibly not Not 
through me anyhow. 

6125. If you leave out his position as a Director of 
the Bank of England and look upon him merely as your 
partner, there was ample opportunity, and, indeed, I 
suppose, you would conceive it your duty to discuss the 
matter with him?— Except that in matters of investment, 
Mr. Brand is the managing director to whom I look for 
guidance. 

6126. But when on the Friday night it was decided 
that “We would think about it more” that meant the 
partners? — That meant those partners who were going 
to make the decision as to what to do. 

6127. Did anybody 9ay on the Friday night “The 
decision is to be taken, not by the partners, buit by 
X, Y and Z ”? — No. The exact words “ We will think 
about it” no doubt were never used. That was my 
impression, that we would go away and we broke up 
in the atmosphere that we would think about it. 

6128. I am not tying you to words, but it was the 
impression, I think, that you intended to convey to us 
'that it was the partners who were going to oonsider ithe 
matter? — We were going to see what the weekend brought. 

6129. Lord Kindersley, as a partner, would apart from 
any other considerations be one of (those who would 
think about it more, and who would consult with the 
others? — If he was in a position to do so, but he was 
not, as we now know. 

6130. By reason of his being a director of the Bank of 
England? — By reason of his being a Director of the Bank 
England, by reason of what we now know was happening 
at that point of time. 

6131. Does it come to this then, that at any time when 
you think — not you personally, but you and your partners 
think — that Lord Kindersley may be discussing matters 
elsewhere, you refrain from having any conversation with 
him? — We are very careful at all times not to have con- 
versations on those kind of things and particularly at times, 
when it appears reasonable to suppose that matters are 
under discussion which might make such conversations 
difficult from the point of view of Lord Kinderlsey. 



6132. I suppose that would apply to any time in the 
previous week? — It can apply at all times, and, as I say, 
I have been brought up not to discuss investment matters 
with Lord Kindersley. 

6133. Mr. Milner Holland : I am sorry, but I am not 
understanding now. There is no doubt that _ Lord 
Kindersley was a party to the decision, so far as it was 
a decision, that Lazards must make their position more 
liquid? — He was. 

6134. That was on Friday the 13th?— That is so. 

6135. There is no doubt that that question was discussed 
with him? — I cannot recall exactly that he took part in the 
discussion, such as it was — and it was not a formal dis- 
cussion — except to raise in the first instance the fact that 
our liquidity was now very low. 

6136. Let me put in this way. Neither you nor, 
apparently, Mr. Brand, nor Mr. Marris, nor Mr. Filgate 
regarded it as embarrassing to discuss the necessity of 
making the position of the firm more liquid in the presence 
of Lord Kindersley? — We discussed the problem as one 
of principle at what was a regular money meeting. Lord 
Kindersley did not, to my recollection, take part in that 
conversation. 

6137. I am not suggesting that he did. What I am 
saying is this, and follow me, because I mean to be quite 
precise. None of you appear to have regarded — and I do 
not know why you should — it as embarrassing to discuss 
in front of Lord Kindersley the necessity for Lazards to 
make their position more liquid ; that is right? — At what 
was a regular meeting to consider that problem. 

6138. On Friday the 13th?— Yes. 

6139. Having got that far, I thought Mr. Filgate agreed 
with me that there was only one conceivable way in which 
Lazards could make their position more liquid? — At that 
point we could only sell gilt-edged ; that is so. 

6140. That is all there was? — Yes. 

6141. Plenty of it, I agree, but that was the only method 
of making yourself more liquid: to sell gilt-edged? — Yes. 

6142. So that there is no question, is there, that Lord 
Kindersley appreciated that if the requirement was to make 
the firm more liquid, it meant a sale of gilt-edged? — Yes. 

6143. The only question is, how much? — That would 
be so. 

6144. That is the only outstanding question? — That 
would be so. 

6145. Explain to me, because I do not understand what 
is embarrassing about mentioning to Lord Kindersley how 
much gilt-edged you had decided to sell? — It would not 
be a matter which I would naturally raise with him, 
because investments is not his side of the business. It came 
within the general number of matters which we do not 
raise with Lord Kindersley. 

6146. That is the trouble. I do not want to press you 
unduly, but that is why I do not understand you at all. 
See if you can follow me again. Lord Kindersley had 
been present when you discussed the question of Lazards 
making themselves more liquid? — That is so. 

6147. He could not have misunderstood the situation 
that that meant selling gilt-edged, because there was 
nothing else to sell? — Yes, I would suppose so. 

6148. So, matters of investment were not anything 
normally discussed with Lord Kindersley, but this matter 
had been discussed at least in his presence. I am asking 
you this, because you were asked, I think by my Lord 
or by the learned Attorney: Why did you not tell Lord 
Kindersley how much you had decided should be sold? 
Your answer was, I thought, that you felt it would be 
more tactful if the information reached him after the deals 
had been done? — I think so. 

6149. I am sorry, but I simply say to that: Why? 
Why? — Well, when the deals had been done, the decision 
has been finally taken, and nothing can be said about it. 
They were decisions which would have been taken by Mr. 
Brand and myself and Mr. Marris, and the matter was 
closed. 

6150. I can understand your feeling that there might 
be some embarrassment about selling gilt-edged at all, dis- 
cussing that with Lord Kindersley, but that was past 
praying for ; he knew there would have to be a sale? — 
We did not discuss that as a specific question, the sale 
of gilt-edged. 

6151. No, but we have covered this question ; that was 
implicit in the decisions that had been reached in Lord 
Kindersley’s presence? — I recognise .that. 

6152. I am not understanding why the amount was not 
discussed with Lord Kindersley? — Just because I think that 
it is not the kind of thing that I would naturally discuss 
with him, either in gilt-edged or if the matters under 
consideration were other types of investment. 
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6153. Let us not bother about hypothetical cases. They 
were not. This is a case in which — and I follow this com- 
pletely — there had to be something done to make the 
firm more liquid. We know that that must have been 
the sale of gilt-edged? — Yes. 

6154. I do not follow why you are so clear that the 
question of how much was for some reason never men- 
tioned to or discussed with Lord Kindersley? — I cannot 
recall that it was ever discussed. It was certainly not 
raised by me, and I do not remember it in my hearing. 

6155. Mr. Veale: Were you consciously refraining from 
tolling Lord Kindersley what your decision was because 
he was a Director of the Bank of England? — I think that 
it is more a matter of subconscious than conscious. One 
does inot discuss those kind of things with Lord Kindersley. 
One of the reasons why we do not is that there are times 
when we feel it would be difficult for him to discuss 
them. 

6156. I do not understand what you mean by “those 
kind of things ”. You say you arc very careful at all 
times not to have conversations with Lord Kindersley on 
that kind of thing. What kind of thing? — The kind of 
thing involved in selling shares where action which might 
be taken by the authorities could have an effect on the 
terms upon which those transactions were carried out. 

6157. You mean, where the discussion might be 
embarrassing to Lord Kindersley because he was a Director 
of the Bank of England? — On occasions .it could be. 

6158. I want to know what you meant when you said 
“ that kind of thing ”. Was that the kind of thing you 
were meaning?— Because he was a Director of the Bank 
of England, certainly. 

6159. How often does this kind of problem crop up? — 
Whenever there is a -period when one feels there is a 
crisis or an emergency about. 

6160. In your experience how often have you had that 
kind of feeling? — I would find it very difficult to give the 
number, but there have been a number of potential crises 
over the past few years. 

6161. Has there been any case where you have 
consciously refrained from discussing with Lord Kindersley 



some question in the business because he was a Director 
of the Bank of England? — I would say Yes. 

6162. Tell me how many times? — I would find it very 
difficult to put a number on that — not a great many. 

6163. Would it be more than four or five times? — 
Four or five times, that kind of thing, in my experience. 

6164. Chairman : There is one other matter I want to 
ask you about. You have given an explanation of why 
the question of amount was never discussed with Lord 
Kindersley ; but why did you not tell him after you had 
decided? — 1 can only say, my Lord, that it did not occur 
to me to do so. I would not in the normal way have 
done so, because it is .not a side of the business with 
which he concerns himself. 

6165. But as a partner you would tell 'him in the same 
way as you would tell Mr. Filgate? — He would know in 
due course that the deals had been made by the report 
which would appear in the minutes of the morning 
meeting. 

6166. Even then, I understand, you never told him: 
“That is not the end. There is still some more we are 
trying to sell ”? — I do not recollect having done so. 

6167. Why not? — Because, again, that is not a side of 
the business with which Lord Kindersley concerns 
himself. 

6168. There was nothing embarrassing in telling him 
at- that stage, when the thing had been done? — Well, we 
had done the million, and my recollection is that he was 
informed of that at the morning meeting. 

6169. Why not tell him : “ That .is only part of what we 
agreed yesterdny to sell”? — Because I do not suppose in 
the normal way 1 should make that kind of remark. I 
should wait until the deals were done. 

6170. Because he is not the investment expert? — 
Because he is not the investment expert. 

6171. But nor is 'Mr. Macartncy-Filgate? — I would not 
in the ordinary way, perhaps, tell Mr. Macartney-Filgate. 

6172. But you consulted him, and indeed agreed his 
figure? — Because we were discussing the principle of 
liquidity, which did concern him. 

Chairman: I find it very difficult to follow. 



Re-examined by Mr. Winn 



6173. May I ask you one or two questions on the 
questions asked by my learned friend Mr. MacKcnna? 
I appreciate, as my learned friend asked you to bring 
out, that Lazards refrained from selling £3,700,000 on the 
18th? — That is so. 

6174. The first point is that it is not altogether accurate 
to say, is it, that you have lost £100,000, or thereabouts, 
on that stock that you retained, because you have not yet 
had to realise it? — That would be so. 

6175. The second point is this. Do you seriously think 
that you could have put that £3,700,000 on the market in 
those same two days? — I would not have known the 
answer to that question unless I had tried. 

6176. The price would obviously be heavily depressed 
by that amount of stock ; the City would know that 
Lazards were selling very heavily, probably all that they 



held ; is that right? — I do not know what ideas the City 
had. 

6177. The City would not think you would have much 
more than £4,000,000, £5,000,000 or £6,000,000 gilt-edged 
at the time, would it? — I would not know. 

6178. And, thirdly, would it by any chance have 
occurred to any of you at the time that there was some 
national interest in Lazards not leaving the gilt-edged 
market entirely? — We never contemplated leaving the gilt- 
edged market entirely. We considered the matter entirely 
from the point of view of our liquidity and came to a 
figure of £2,000,000 on the basis of what we required for 
that purpose. 

6179. This is not the time to reiterate, but that was a 
heavy over-estimate, as events showed? — It turned out to 
be, in view of what happened subsequently. 



C The Witness withdrew.) 
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6180. What are you full names? — Alan Denzil Marris. 

6181. You are one of the Managing Directors of 
Lazards? — I am. 

6182. Have you been with the firm for quite a while? 
— Since 1929. 

6183. Were you present on the morning of Friday, 
13th September, at the money day meeting? — I was. 

6184. How would you describe the result of that meeting 
in so far as it related to liquidity? — I would say that 
as a result of that meeting we thought that we should 
increase our liquidity, and that we had decided to do 
so in the course of the next two days. 

6185. Who first referred to liquidity at the meeting, 
so far as you remember? — I would find that a difficult 
question to answer. Can I answer it in this way? We 
always follow an absolutely uniform procedure. The 
book in which the position is given is handed to Lord 
Kindersley, the Chairman, who reads out from it. It 
is then passed round the room and we all see what it is, 
and usually in the course of its going round the room 
some conclusion is drawn from the figures, and I would 



say what happened then was that Lord Kindersley pointed 
out what the deposit position was, and in the course of 
the document going round the room Mr. Brand said: 
“ I think we should increase our liquidity ”. That made 
quite an impression on me, for this reason, that I came 
back from holiday on 2nd September. I had been at the 
previous meeting on 9th September. I had not played 
much part in it; I was preoccupied with something else. 
I did realise on the 13th that I had been there as a 
Managing Director for some time, and we had not had 
as liquid a position as we should have, and therefore 
that made quite an impression on me. 

6186. Mr. Brand told the Tribunal (Day 6, page 50 F): 
“I think Lord Kindersley drew attention to the decline 
in deposits- and the decline in liquidity. I said I thought 
we would have to sell some gilt-edged.”?— Yes, that is 
quite correct. The way I described the procedure covers 
that point, because the document shows what the deposits 
are at any one time, and what they have been before. 
It was the only element of it that Lord Kindersley 
described. 
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6187. It was Lord Kindersley who first referred to the 
state of deposits and the state of the call money, and 
other available money? — Indeed he would, because he 
read from the book, where the whole thing was described, 
and went on from there to say : “ That is the position 

6188. I understand that he read out the figures, but I 
was anxious to have it from you, if possible, whether 
having read them out, he said: “Those are significant”, 
or, “ That calls for consideration ”, or, “ We shall have 
to give attention to those figures ”, or any such comment 
as that? — I would think so, but I am not sure. 

6189. You must not think that I want to press you 
beyond the real recollection that you find in your mind, 
but we are interested, you follow. Was there any indica- 
tion at all at that meeting of the amount of gilt-edged that 
had to be sold? — No, I do not think so, except that it 
was implicit in the figures. 

6190. Did you consider it implicit in the figures? What 
had you in mind— that the call money must be raised to 
some extent, or what had you in mind? — No. I worked 
the other way round. I realised how low our deposits 
were, and from that looked at the rest. I did not apply 
my mind to an amount until Monday. 

6191. Then you did not have in mind a particular sum 
of money required in cash? — I do not think I could 
possibly say that I went out of the room saying: “We 
ought to produce a million or a million-and-a-half ”. I 
think if I had been asked — I was not asked, but if I had 
been asked what amount I was thinking of, I would have 
said “ Over a million ”. 

6192. Were you looking at the problem primarily as 
one of percentage of available money to deposits, or of 
a certain required minimum standard of call money? — 
I was looking at it from the size of the deposits, and was 
worried at the fact that they were so low, more than 
anything else. It follows from that, that if they are low 
you tend to want to have more in the call money market. 

6193. More ready cash? — Yes. 

6194. But you had not in mind any particular relation 
between the one and the other, that is to say, between 
deposits and available money? — You see, there are various 
factors in this all the time. I will try and answer your 
question as straightly as I can. One has to take account 
all the time of one’s acceptances. 

6195. They had remained fairly steady. I have heard 

that point before, but if one looks at the acceptances they 
really only vary to the tune of a few hundred thousand 
throughout the whole of the period? — Yes, that is true, 
but 

6196. They are always between £12 million and £12-£ 
million? — In this period in question, I agree, but they were 
tending to go up and we knew that others were coming 
along. What I think I would say in answer to your ques- 
tion is it is not just the relationship between call money 
and deposits that one has to take into account ; one has 
to take into account acceptances as well. One plays this 
tune according to ear and if you think the waves are run- 
ning high you tend to want to get liquid, and I thought 
our deposits were low and we ought to get more liquid. 
It was not a very considered judgment about percentages, 
I am afraid. 

6197. Then on Monday you went into the matter rather 
more carefully, did you not, in the room that five of you 
partners shared together?— I came to the office late that 
morning and I think got there about half past 12 or there- 
abouts and found Mr. Meinertzhagen and Mr. Filgate 
talking about the general exchange position and the fact 
that the drain on sterling appeared to be continuing. They 
had obviously been discussing various things that might be 
done. I joined in the discussion and we continued to 
think as far as we could of all the things that might be 
done. 

6198. Do you mean by the Government?— Yes. You 
see at that moment there was a certain amount of talk 
about widening the rates of exchange. If you examined 
that, what road would you go down? and you came to a 
conclusion. There was talk also of freeing the rate of 
exchange altogether and you came to another conclusion 
if you went down that road. We explored all these pos- 
sibilities— at least, quite a lot of them— and talked for a 
long time, and at the end of it all I came to the conclu- 
sion that we were beating our head against the wall. We 
were trying to be too precise. We did not know what 
was going to happen. I remember saying : “ I think we 
are wasting our time, because in order to form a real 
judgment about what is going to happen you would have 
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to know all the facts about their position in sterling, 
which we do not know and never will know”, and I was 
simply taking the view that when the waves are running 
high you should be liquid. 

6199. So that one of the things that you discussed 
together that Monday morning was that possibly the Bank 
rate might be raised? — Oh indeed, we did, yes, and we 
differed very widely about it. 

6200. Was one of the things that you said to one an- 
other: “Well, I suppose if only we could ask Lord 
Kindersley we could probably get the answer to that”? — 
No, we did not. 

6201. Are you quite sure? — Absolutely certain, yes. 

6202. Was it in your mind that it would be embarrassing 
to ask him any such quesion? — It is a great handicap to 
have someone who is your Chairman, who is a Director 
of the Bank of England. You cannot feel free at moments 
of difficulty to go and consult him about things which 
you would like to consult him about, because you do not 
know and you cannot possibly know at what meetings he 
has been and if you ask his advice you do not know in 
what position you may put him. 

6203. The logic is very simple, is it not : one of the 
things that you 'thought might happen in the near future 
was an increase in the Bank rate. One of the people who 
by that time would almost certainly know if that was 
going to happen was your Chairman? — Yes. 

6204. It followed from that that you felt that you could 
not ask your Chairman whether that was going to happen? 
— Certainly. 

6205. Although on the previous Friday, in his presence, 
it had been decided to sell some gilt-edged? — Oh yes, but 
we were, as I said earlier, just following the ordinary 
routine that we follow every Friday. The matter came up 
by the man in the Chair ; if Lord Kindersley had not been 
there it would have been the next senior man present, 
Mr. Brand. 

6206. Then did you have any personal part in the deci- 
sion that £2 million should be sold? — I am afraid for 
myself I cannot recall the figure of £2 million in that 
morning. I am sure it was mentioned, because it was 
in both their minds and I think it must have been before 
I came into the room at all. But I had perfectly clearly 
in mind by then that things were moving badly and the 
sort of figure I think I would have picked out of the air 
if I had had to was a million and a half. But I was not 
attaching very much importance to the exact figure. What 
I was attaching importance to was getting liquid in a big 
way and not having to do this by dribs and drabs. 

6207. But during Monday — it may have been in the 
afternoon rather than the morning — you and Mr. 
Meinertzhagen had agreed together, had you not, that you 
should make a recommendation to Mr. Brand the follow- 
ing morning for a sale? — Yes. 

6208. Did you and Mr. Meinertzhagen agree that that 
recommendation should be to sell up to £2 million? — 
Well, I think it is entirely possible, but I do not recall 
that. 

6209. It follows, I suppose, from that last answer that 
you do not recall at all by reference to what figures or 
what considerations the amount of £2 million was fixed? 
— How it was arrived at by their discussion? 

6210. Yes? — No, because it might have come out of 
something that was said at the morning meeting at which 
I was not present. As I say, I had no surprise about the 
£2 million figure at all. I thought that we should do it 
in a large amount and whether it was £1£ or £2 million 
would have made no difference to me. I just do not 
happen to remember the figure being mentioned. 

6211. Then you were at the meeting the following 
morning, the 17th, were you not?— Yes, I was. 

6212. Was anything said at that meeting about the 
amount that was going to be sold? — No. 

6213. And nothing in the evening when you and Lord 
Kindersley and Mr. Meinertzhagen were travelling in the 
car together? — No. 

6214. Though you were talking about the kindred topic 
of continuing pressure on the £ sterling?— We were. 

6215. What was your reason for not referring to it in 
the evening?— -It did not occur to me. 

6216. As being too trivial to mention? — No, not at all. 

I literally mean what I say: it did not occur to me to 
mention it. It was going to be discussed with Mr. Brand, 
with whom I would normally have discussed the thing 
had he been there, first thing in the morning and I dis- 
missed it from my mind when I was in the car. 
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Mr. Alan Denzil Marris 

Re-examined by Mr. MacKenna 

6217. You had been away on holiday, had you not? — 6220. You cannot remember? — I found out what our 

I came back on Monday, 9th September. figure of deposits was — that I can remember — but I cannot 

6218. Had you been away during the period in August remember whether I found out about gilt-edged. 

when the £1 million of gilt-edged was sold? — Yes, 1 had. 6221. You cannot remember whether you found out 

6219. Did you find out about that when you came back? that enough gilt-edged had been sold in August? — No, I 

— I cannot answer that. cannot remember that at all. 

Bv The Tribunal 



6222. Chairman: When the money day meeting on the 
13 th September finished it was left, I gather, that you 
had all decided that the position must be made mQre 
liquid? — Yes. 

6223. What did you understand was to happen next? — 
Well, what I thought would happen would be that we 
would have a meeting between Mr. Brand, Mr. 
Meinertzhagen and myself and we would talk about it 
again. I did not realise at that moment as a matter of 
fact — I had forgotten that Mr. Brand was going away on 
the Monday and his saying “ I am not going to be there ” ; 
and I was not aware that I was going to get in late on 
Monday morning. So when I did get in late I found them 
talking about the general position and inferred very 
quickly from the conversation that we had not sold 
anything. It would not in the situation have surprised 
me if in that morning we had sold something, but I 
thought we were going to sell something. 

6224. To whom was it left to decide? — Had Mr. Brand 
been there on the Monday morning I am sure it would 
have been discussed between Mr. Meinertzhagen and 
myself and Mr. Brand and that we would have sold. 

6225. Mr. Macartney-Filgate would not have entered 
into it? — An awful lot depends on accident. If he was. in 
the room at the time certainly he would have ; if he was 
not in the room, no. 

6226. I do not follow because on the Monday morning 
there was going to be an ordinary Monday morning meet- 
ing. I do not know, but as a lay person one would think 
that those Managing Directors present on the Monday 
would discuss the matter again? — The trouble about this 
Monday meeting, or any other meeting, except the Friday 
meeting, is that in a way this is very important, and the 
chances are that the most important discussions we have 
amongst ourselves do not take place on the Monday 
meeting. We are always rather pressed. We want to get 
through the meeting, and our great difficulty in fact is 
to have time to have any discussion with ourselves at all. 

6227. But you are all there as soon as the departmental 
reporters have left? — Yes, I know. 

6228. There you all are? — And you see people looking 
at their watches and wanting to go off to other meetings 
and that sort of thing. But the fact is, I can assure you, 
the major decisions that are taken at Lazards are more 
frequently not taken in the morning meeting. It may 
seem queer, but it is a fact that they are taken by the 
people concerned with the particular aspects of the firm’s 
business. 

6229. Why not on the Friday ; why leave it? — Because 
that is a special day. It is this money business and we 
look at the position very hard on the Friday. 

6230. Why should not you decide on the Friday what 
to sell? — I do not know. 

6231. I am sure there is no mystery about all this ; I just 
want to find out the facts. Was it present to your mind 
then on the Friday: “Well, we must not go into any 
detail because Lord Kindersley is here”?— No, it was 
not at all, because you see we were doing a perfectly 
routine thing which we do every Friday, and it did not 
enter my head that in discussing our liquidity, or dis- 
cussing getting liquid, which I agree meant selling gilt- 
edged, we were doing anything that we might not do any 
Friday. It was perfectly natural, and absolutely natural 
that we should say: “Well, we will look at this again 
and if we do not like the look of things we will sell ”. 
Nothing that happened surprised me in the very least. 
It was most ordinary. 

6232. Why was it never mentioned to Lord Kindersley 
thereafter?— I cannot possibly tell you why it was not. 
You mean on Monday? 

6233. Monday, Tuesday, Wednesday? — Well, so far as I 
am concerned, and I believe I need only answer for 
myself about this ; I was out fill just before lunch, until 
about half past twelve. On the Monday we had lunch 
in the firm, and we had a man from India whom we had 
invited to talk about India as our guest, and we talked 
through the whole of the lunch about India and about 
practically nothing else at all. I went to a meeting at 



2.30 in the board room next door, whence I emerged 
about 5.30, and had my further talk with Mr. 
Meinertzhagen. I finished up what I was doing at my 
desk, and saw the “ van ” going home. I wanted to walk, 
but Lord Kindersley offered me a lift, so I got in and 
went with him, and in the car I did not talk about it. 

6234. So far as you are concerned there is no question 
of a conscious feeling: “Well, I must not embarrass 
Lord Kindersley by consulting him on this matter at 
all”? — On Monday? 

6235. Yes? — No, not at all. The longer this thing 
went on and the LM.F. meeting was approaching, the 
more obvious it was that before anyone went to the 
I.M.F. for H.M.G., H.M.G. had to make up their mind 
what to do, and it was quite obvious that some of the 
people that had to be consulted in this would be Directors 
of the Bank of England. The nearer you get to that point 
the more your automatic processes work, and one of our 
automatic processes, certainly mine, is that I would not 
dream of trying to embarrass Lord Kindersley by asking 
his opinion about something that he might have discussed 
at a meeting I did not know about that he had just come 
from. 

6236. I can understand if you wanted to have a dis- 
cussion as to whether the Bank rate was going to be 
raised or not, but when it was a question of whether you 
should sell £1 million, or £1| million, or £2 million and 
nobody informed him when you had come to the decision, 
I cannot see any reason why not? — Speaking entirely for 
myself, I would be most unlikely ever to discuss it with 
him, because I think I have spent ten years as Managing 
Director in Lazards trying to find what I. am supposed 
to do, and one of the things I am quite certain I am not 
supposed to do is to have much to do with gilt-edged. 
I mean, it would just not enter my head to talk to him 
about it. 

6237. I am sorry to go on, but you see this is not a 
question of investment. Here is a crisis in the country 
which has caused a minor crisis in Lazards?— Certainly. 

6238. And they are doing something, true, at the 
ordinary Friday meeting, but something which if not 
unprecedented, is drastic? — Certainly exceptional. 

6239. And Lord Kindersley is the Chairman and one 
of your partners? — Oh, indeed. 

6240. Why should not his opinion b* taken then, the 
same as yours? — There is no earthly reason why it should 
not be taken. All I am saying is that the way I have 
been brought up there are as far as I am concerned, 
two things: I would not naturally talk to him about it 
at all; and secondly the nearer one got to the I.M.F. 
date, which is the thing I was worrying about, the more 
certain I was that there must have been some discussions 
with the Bank, and I did not want to have anything to 
do with that, and would naturally keep my mouth shut. 

6241. Mr. Milner Holland: I do not know whether I 
am over-simplifying it, but there seem to be three schools 
of thought on this question. One is the school of thought 
that, having taken a decision to make yourself liquid the 
question of how much was too trivial to mention to Lord 
Kindersley. I think Mr. Brand takes that line. The 
second school of thought is that it would be too embarrass- 
ing to mention it to Lord Kindersley. That, I think, is 
perhaps Mr. Marris. And the third is “none of my busi- 
ness” and I believe that is your school. Is that fair?— 
I do not think so at all. I am sure you are meaning 
to be, but I do not think so. 

6242. Tell me what really is your answer. Would 
you regard the reason for not mentioning it to Lord 
Kindersley to be because you are united in whatever 
you do, or was it in your view because it was embarrass- 
ing, or it was not necessary, or because in your opinion 
it was not the sort of matter you would discuss? — May 
I ask you a question: are you asking what I would 
normally have done? 

6243. No, I am asking what your answer is on this 
particular occasion as to why it was not mentioned to 
Lord Kindersley? — I find it a difficult question to answer. 
I would not regard £2 million as trivial, although that 
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was not my word — obviously it is not trivial — but equally 
I do not regard £2 million as an enormous figure. 

6244. Let me be quite clear. I used the word to 
express a very vague thought, but one of the witnesses 
said in effect, “Well, it was only a matter of putting 
£2 million out of gilt-edged into call money where it was 
earning very nearly the same amount as call money as 
it would invested in gilts.” That is what I meant by 
“ trivial Of course, it obviously is not trivial in the 
general sense. But I am just trying to get your evidence 
as to why you thought this was not mentioned to Lord 
Kindersley. As far as you are concerned, I follow what 
you say : “ It would not have been my business to men- 
tion it to him”, do you not? — Yes. I say more than 
that. It never occurred to me to mention it to him. I 
mean, it was doing something that, as far as I was con- 
cerned I thought we had agreed in principle to do, which 
was to get liquid, and we were carrying it out, and, all 
right, we were carrying it out. He was perfectly entitled 
to expect we would carry it out. I would, if I was he, 
and ... 

6245. Whether it was by selling a million or a million 
and a half or two million, on any footing that was just 
carrying out a decision to become liquid? — Yes. 

6246. What is embarrassing about it? — The embarrass- 
ing part for me is that I find it extremely hard to explain 
to anyone why we did not talk to Lord Kindersley. 

6247. You have misunderstood my question. What 
would be embarrassing in discussing with Lord Kindersley 
whether it should be £1 million, £li million, or £2 million? 
— I do not think it necessarily would have been. 

6248. I am inclined to agree with you? — The difficulty 
is that with these things you do not want to get drawn 
into a discussion of anything where you do not know 
where it is going to end, and the last thing I want to 
do is to unconsciously embarrass Lord Kindersley by ask- 
ing questions about something that he may know. 

(The Witne 



6249. I will try once more, i am sorry , i am juy. 
following you at all. The decision to become liquid had 
been made? — Yes. 

6250. Everybody knew that that meant selling gilt-edged. 
All I am asking you is this — because you all say it was 
so — why on earth was not the amount of gilt-edged to 
be sold discussed by Lord Kindersley, your Chairman? — 
I suppose I have to say I cannot answer the question. 
I do not know. I can answer it as far as myself is con- 
cerned, and I do not believe that we thought it was all 
that important. I mean, obviously it was important, but 
I am sure Lord Kindersley thought that the decision to 
become liquid had been taken and we were going to do 
it, and we might easily have told him we had done it, 
as we did not. I mean ... 

6251. But as far as you are concerned you are fairly 
clear that as far as you knew nobody did tell him? — I 
do not remember it being done. I should think he read 
it in the report of the morning meeting. 

6252. Mr. Veale : Mr. Macartney-Filgate said in refer- 
ence to the discussion he had with you and Mr. 
Meinertzhagen, that you might have felt that £2 .million 
was going a bit high. Did you think it was going a bit 
high? — I do not know that I can answer that. I did 
not try and make any exact computation at all. What I 
think I felt on Friday was that we were probably about a 
million too light in the money market, and if you are 
going to become liquid you may as well do it properly, 
and I wanted to be up to the position that I thought we 
ought to be and have something in hand. Now you are 
asking me to measure the something in hand. 

6253. When you heard the figure of £2 million did you 
demur in any way? — Oh, no, not at all. 

6254. Were you surprised to hear a figure of £2 
million? — No. I mean, it might just as well have been a 
million and a half or two million as far as I was 
concerned. 

withdrew.) 



Mr. John Christopher 
Examined b; 

6255. I think you are Mr. John Christopher Loder? — 
That is correct. 

6256. You are employed by Lazard Bros.? — That is 
correct. 

6257. Is your function there to close dealing bargains in 
securities with the Stock Exchange? — Well, it is to deal 
with the Stock Exchange. 

6258. You would be dealing, I take it. with brokers? — I 
would be dealing with brokers. 

6259. Are you one of two dealers, the senior being Mr. 
North, whose name we see in one of these reports? — That 
is correct. 

6260. Was he on holiday, as it happens, on the 17th and 
18th September of this year? — That is correct. 

6261. Is it usually from Mr. Meinertzhagen that you 
personally receive instructions to sell or buy securities on 
the Stock Exchange? — That is correct. 

6262. It is your practice to spread the business among 
several brokers? — Yes. 

6263. And daily from one firm of brokers, Messrs. 
Pembsr & Boyle, do you receive a list? — That is coirect. 

6264. Have you been good enough to supply us with a 
specimen, indeed, with the list for the 17th September and 
also the list for the 18th? — Yes, they have been supplied. 

6265. I do not think I need look at them in any detail, 
but they give what is described as the true yield on British 
Government gilt-edged securities? — That is correct, plus 
certain other information. 

6266. Including in one of the columns about eight or 
nine from the left, a price? — That is correct. 

6267. What price is that? Is it the closing price of the 
day before? — That is the estimated price at which the 
stock concerned will open on the day the list is dated, and 
it is obviously more or less the closing price of the previous 
day. 

6268. Closing prices of the previous day, subject to any 
changes there may have been in the market movements in 
between, after the House closed? — Well, there would not 
normally be very much change there. 

6269. So it is the estimated opening price? — It is the 
estimated opening price. 

6270. Do you have that as a guiding document during 
the performance of your duties for the relevant day? — 
Yes, that is correct. 

6271. Do you, in addition, receive from the same 
hrokers, Pember & Boyle, an hourly list? — That is correct. 
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6272. The first one about 11 o’clock and then sub- 
sequently at hourly intervals through the day? — That is 
correct. 

6273. Do you produce a specimen, which is not for 
any relevant date, but is actually dated 5th December? — 
Yes. 

6274. From that you can see how the market is moving 
in various stocks during the day? — That is correct. 

6275. And you have always got the telephone to check 
and get even more up to date information? — Yes, that is 
correct. 

6276. Between 10.15 and 10.45 on the morning of the 
17th, Tuesday, did Mr. Meinertzhagen come into your 
room and give you certain selling instructions? — He did. 

6277. Was that to sell a million of gilt-edged consisting 
of half a million of 4£ Conversion stock, 1962, a quarter 
of a million 2\ per cent. Funding 1956/61, and a quarter 
of a million 4 per cent. Funding 1960/90? — That is 
correct. 

6278. Would Mr. Meinertzhagen himself have had one 
of these price lists before he gave you those instructions? 
— Yes, he would have. 

6279. And you had one? — And I had one. 

6280. Did he give you a limit above which you were to 
sell? — No, he gave me no limit. 

6281. What then did you understand his instructions to 
sell to mean? — I knew that he had the daily list in front 
of him and I understood I was to deal on the basis of 
those prices. 

6282. I quite follow that, but “on the basis of” may 
mean at best or not more than so much below. What did 
it mean? — If I was a seller I could always deal if it was 
above the price, of course, because it was better from our 
point of view. The prices were middle prices, and there- 
fore I should not expect to get quite such a good price, 
but I would normally say a sixteenth or an eighth below 
the middle price on the daily list. 

6283. You would understand that you were meant to 
keep within an eighth below the middle price? — That is 
correct, but this order was given in the morning, and of 
course we knew there had been no big change since then. 

6284. Did you in the course of the 17th sell those stocks? 
— I sold those stocks. 

6285. We have the details elsewhere, but I will just get 
them quickly from you. Did you sell the 2\ per cent. 
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Funding, a quarter of a million, through Scrimgeours? — 
I did. 

6286. Did you sell the quarter of a million 4 per cent. 
Funding through Pember & Boyle? — I did. 

6287. Was it through Mullens that you sold the half 
million? — That is correct. 

6288. That was 4£ per cent. Conversion. Those all 
realised a price acceptable in accordance with the criteria 
that you have indicated? — Yes, they did. 

6289. The next morning, the 18th, between 10.30 and 11 
in the .forenoon did you receive further instructions from 
Mr. 'Meinertzhagen to sell a total of £900,000 nominal 
gilt-edged? — That is correct. 

6290. Consisting of £200,000 4| per cent. Conversion 
1962?— Yes. 

6291. £200,000 4 per cent Funding 1960/90? — Yes. 

6292. And half a million of 3 per cent. Exchequer 
stock, I960?— Yes. 

6293. Did you understand the instructions to be given 
on the same basis and to have the same meaning as those 
of the day before? — Exactly the same. 

6294. Did you proceed accordingly? — 1 did. 

6295. And go to Mullens to sell the Conversion 1962? — 
Yes, I did. 

6296. And to Pember & Boyle for the Funding, 
1960/90? — That is correct. 

6297. Those deals were closed satisfactorily? — They 
were. 

6298. That left the 3 per cent. Exchequer stock, 1960, 
of which you had been told to sell half a million. Did 
you attempt to deal with that through brokers called 
L. Messel & Co? — I did. 

6299. Dealing with a partner Mr. W. Powlett? — That 
is correct. 

6300. Did you ask him in the ordinary course of busi- 
ness for a dealing price indicating that you were a seller 
in that quantity? — That is correct. 

6301. Taking it quite shortly — I do not want to labour 
it — did he report back to you that he could get no better 
price than 93 and was it two-eighths for the whole bundle? 

I have not the particulars in front of me? — My recollection 
is that he, after I had asked him for a dealing price, came 
back on the telephone to me and told me the price was 
such and such, which was a reasonable price to me. 

Re-examined by 

6316. Was the form of the instructions that you had on 
these two mornings from Mr. Meinertzhagen the usual 
form in which he gives you instructions to make a sale, 



6302. Shall we just take that, to get it on the note. He 
was able to sell £50,000 for you at 96;'S? — That is a net 
price, yes, including commission. 

6303. That was acceptable? — Which was certainly 
acceptable. 

6304. But could not deal with the whole block of 
£450,000 more making a total of half a million except 
at a price between a quarter and } lower than that? — 
That is correct. 

6305. Did you report that fact jo Mr. Meinertzhagen? — 
I did. 

6306. Did he make a remark to the effect, as he has told 
us, that that was ridiculous and you were not to deal at 
such a price? — Yes, he did. 

6307. You were expecting, no doubt, that the brokers 
would report back to you if they were able during the day 
to get your price or something near it? — That is correct. 

6308. But that did not happen? — That did not happen, 
no, they were never able to give me a price better than 
a quarter or S- lower. 

6309. When you were talking to is. \ William Powlett 
did you say anything to him about the other deals, the 
other sales that Lazards were making? — No, 1 did not 
mention that to him. 

6310. Did you tell him whether that was all that you 
were proposing as a firm to sell that day? — No, I did not 
mention any other business to him. 

6311. Did you discuss with him at all his view of how 
the market was moving, what tendency, if any, it was 
showing that day, the 18th? — iNo. He told me what the 
position was with regard to the stock we were trying to 
sell. 

6312. What did he tell you in that respect? — He told 
me that the market in that stock was a rather difficult one. 

6313. You mean in this particular 3 per cent. 
Exchequer? — 1 mean in this 3 per cent. Exchequer stock. 

6314. But he did not give you any report on the general 
state of the market in gilt-edged? — 1 do not recollect him 
saying anything. 

6315. And you gave him no indication of whether 
Lazards were anxious or .not anxious to sell? — I gave him 
the order in the normal way which would mean to him 
that we would sell at a reasonable price and he would 
know that the price he actually quoted was not reasonable. 

Mr. MacKenna 

or was it in any way unusual? — No, it was perfectly 
normal. 



By The Tribunal 



6317. Chairman : Do you remember the morning meet- 
ing of the 17{h September? — Yes, I do. 

6318. When you reported some figures of underwriting? 
—Yes. 

6319. Can you tell me when the acceptance was given 
for -that sub-underwriting? — Well, I telephoned after the 
morning meeting to give Lazards’ formal acceptance, but, 
as tMr. Brand mentioned, it is quite possible — I do not 
know — that the brokers approached Lazards before. 

6320. You do not know about the original approach? — 
I do not know. It would be for the managing directors, 
and therefore I would not know. 

6321. Then I am still not quite clear. Have you got 
the minute in front of you? — J am afraid not. ( Copy 
handed to the Witness.) 

6322. The minute of the 17th September reports you 
as having said “On behalf of Morgan, Grenfell Co., 
Hoare & Co., have pleasure in offering a sub-underwriter 



participation ” and so on, “ which we have accepted ”, Is 
that something which you reported to the meeting? — No, 
I did not. It is put in that way because by the time I 
got back and dictated the note to my secretary, which 
goes to the man that collects the reports from the depart- 
ments, I would have telephoned on behalf of Lazards and 
given their acceptance. At the time of the meeting this 
probably would not have been done. 

6323. It was .mentioned at the meeting, was it? — Yes, I 
brought it up very briefly to say that the letter had come 
in and that I would accept it. 

6324. And that was agreed to by those present? — Thai 
was agreed to. I do not recollect any comment at all. 

6325. And the minute, when you had dictated it, would 
be circulated and when would the partners get it? — J 
should think it would be about lunch time — anyway, after 
noon. 



(The Witness withdrew.) 



Mr. Donald Edgar Tyrrell, sworn 



Examined 

6326. Are your names Donald Edgar Tyrrell? — Yes. 

6327. And your address is Garwood, Aldersley Road, 
Guildford? — Yes. 

6328. Are you the Chief Accountant of the Royal 
Exchange Assurance? — Yes. 

6329. Been with them since 1927 — 30 years? — Yes. 

6330. I think you have been Chief Accountant for eight 
years? — Yes. 

6331. Your duties would lie in the accountancy depart- 
ment and the accountancy work of the company? — Yes, 
that is so. 

6332. Does it fall within your sphere of responsibility, in 
addition, of course, to keeping of the proper books and 
accounts, to present a budget from time to time of the next 
ten to fourteen days’ probable income and outgoings? — 1 



’ Mr. Winn 

produce a budget and pass on the results of taking oul 
those figures to the investing secretary. 

6333. Would that be iMr. Cooper? — That would be 
Mr. Cooper. 

6334. You yourself, I think, attend the management 
committee of three governors only once a month? — That 
is so. 

6335. But is there a weekly meeting of a committee 
called the Committee of Treasury? — Yes. 

6336. Does Mr. Cooper, when not on holiday or ill, 
regularly attend that Committee of Treasury?— Yes. 

6337. And for each of those meetings do you provide 
just an outline budget for the assistance of Mr. Cooper? 
— That is so. 
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6338. I think we have here your budget for the 18th 
September. That is H.11A. Have you a copy? — Yes. 

6339. I would be grateful for your help in understanding 
this, which, of course, to you and Mr. Cooper, I suppose, 
is a common form document? — Yes, except that Mr. 
Cooper does not see this as a rule. 

6340. You just give him the effect of it, do you? — Yes. 

6341. But in so far as it may be desirable that we 
should understand it, will you tell me first, please, in the 
photostat form that I have before me certain figures are 
underlined? — That is to indicate that on my draft they 
are in red, and they are in fact adverse figures. 

6342. So that can I look on this first part of your 
budget just as a statement of what you expect to receive 
in the period following 18th September? Is that right? — 
Yes, that would run for something up to a fortnight. 

6343. From 18th September? — Yes. 

6344. You expected to receive, did you, £250,000 on 
what you call general account? — No. The first line, 
which is labelled “ bank ” indicates the state of the bank 
balance, and there is only one bank balance, divided 
between the four funds in which we keep accounting 
books. 

6345. That was an existing bank entry on the 18th 
September, was it? — That is so. That is on the close 
of business on the 17th September. 

6346. And jt consisted of £270,000 for the life column, 
and do you tell me that is an adverse balance? — That is 
so, yes. 

6347. On the annuity account, £47,000. On the G — 
what is the G, general? — In the last few months we have 
divided our annuity account into_ two parts, one we call 
general, and the other we call pension. 

6348. So you have £47,000 and £20,000? — Yes. 

6349. Then I see that you have transferred £150,000, 

which is shown in red in the right hand column. Is that 
a balancing figure to show the effect of the adverse entry 
in the life column? — It is partly that. It Teally means 
this, that our banking accounts are carried in our books 
on our general ledgers, but in order that I give the 
investment secretary each week a realistic figure for life 
investment I know from experience that very roughly 
each week £10,000 of the money which is going into the 
bank is really accruing to the life fund. At the end of 
a quarter the actual transfer will be made, and 

Chairman: I am sorry, Mr. Winn, but I think we shall 
have to start again. I do not understand a word of this. 

6350. Mr. Winn: I think it is very baffling, and I am 
wondering whether really I can take a short cut to the 
effect of it and come back, in so far as necessary, to 
the details. I think that may be the more practical course, 
because, Mr. Tyrrell, this is a domestic form of account- 
ing, is it not? — I do not know if I can simplify it, but 
it really is this, that we are making sure that in a banking 
account where the figures are kept on our general ledger 
for convenience — and when we say “ general ” we really 
mean “non-life” — it is essential that in the life fund, 
where the money belongs to the policy holders to a great 
extent, you have all the money which is its due, week by 
week, for investment, and not wait three months until 
that money is, in our own books, transferred to the 
proper account. 

6351. I think I can pass from the detail, but in order 
just to get this much clear, it is right, is it not, therefore, 
that you have to take those three sums of £1 50,000 that 
appear in the columns? — I am sorry, there are only two in 
this instance. 

6352. You have a deposit of £150,000 and a transfer, 
which is the reference across to the right hand column 
of the general ; is that right?— The first line is the money 
in the bank. The second line is the money with the dis- 
count house, and .the fourth line is this adjustment to 
which I have referred to put the money into the life 
account. 

6353. That is what I said, from .the right hand column 
across to that column. Now let us get the effect of 
this as you would have given it to Mr. Cooper, because 
that is what really matters. What did you tell Mr. 
Cooper, on the basis of these two items, “ we receive ” 
and “ we pay ”? What did you tell him was the amount 
of money required for the purposes of .this budget for the 
next fourteen days?— I said “We are roughly some 
£120,000 in the red,” and I also said “In addition to that 
we have confronting us this question of the Canadian 
dollar overdraft which would bring my £120,000 up to 
something like half a million.” 

6354. When you say that you told him: “ We are some 
£120,000 in the red” do you mean that you told him, 
that by the end of the fortnight you would have reached 
that position, or that it was the current position?— As fat 



as I could calculate, that would be the position at the end 
of ten days to a fortnight. __ , , , 

6355. In other words that the balance at the bank, 
which was still a credit balance on the 18th September, 
you anticipated would turn into an adverse debit balance 
of some £120,000 by the end of fourteen days?— That is 
so. 

6356. Would that be the same as telling him that for 
the purposes of departmental settlements, you needed at 
least £120,000 to keep on the right side? — £120,000 would 
just keep my head above water, but no more. 

6357. It would just keep you solvent, so to speak? 
— Solvent. 

6358. My learned leader, the Attorney-General, in open- 
ing this part of ifhe case referred to a requirement for 
departmental settlements of £180,000. Is that about the 
amount you had in mind when talking to Mr. Cooper? 
— No, that is not a figure I .mentioned at all. 

6359. It would have provided £60,000 over and above 
the bare requirements to keep in balance a't the bank? 
— I think there is some confusion over this £180,000. 
£180,000 is the figure which I think has been quoted 
which is, in fact, what I knew was required to pay the 
accident re-insurance account for the second quarter. 

6360. Fire and accident, or accident? — £180,000 was for 
the accident alone. 

6361. That would be required for settlement, when? — 
October 2nd, I think, as it turned out. 

6362. Are you saying that £180,000 was needed plus 
the £120,000 minimum to keep the bank account in credit 
or level? — No. The only figure which I gave to Mr. 
Cooper was the statement of adverse balance of £120,000, 
and on the statement under “ General ” you will see on 
the “ pay ” side £200,000. 

6363. Does that include the £180.000? — That includes 
the £180,000. 

6364. The only real difference between what my learned 
leader said and what you are saying is, that you put 
£200,000, whereas he put in his opening £180,000? — If 
we are referring to that particular payment, yes. 

6365. So ithat it comes to this, that having taken into 
account a requirement of £180,000 for the quarterly settle- 
ment of the accident claims, you told Mr. Cooper that this 
budget would show an adverse bank balance of £120,000 
at the end of fourteen days or thereabouts? — Yes. 

6366. The fact of that dearly is, that that amount at 
least was needed, £120,000? — Yes. 

6367. I think you mentioned it, did you not, a Canadian 
overdraft? — Yes. 

6368. Did you mention that to Mr. Cooper? — Yes. 

6369. Was the order of that liability, at the time, 
$600,000? — That was the amount of the adverse bank 
balance at that time, yes. 

6370. Did you take that figure into account when talking 
to Mr. Cooper? — Very roughly, yes. In round figures 
I had something to the tune of £250,000, perhaps a little 
more or less. 

6371. There is a matter which I must ask you about: 
the dividend of the Corporation would be due for pay- 
ment on the 6th November?— That is right. 

6372. But I think that you, in your own mind, regarded 
that as covered by Treasury Bills and a local authority 
loan? — Yes. 

6373. Which together totalled £375,000, which you could 
get in October as .the dividend would be £270,000?— 
Approximately, yes. 

6374. So you were applying those short-term monies, 
m your mind, to payment of the dividend, and not to 
payment of the Canadian overdraft? — That is right, yes. 

6375. So far as your rryjmory serves you now, did you 

tdl Mr. Cooper any other fact to support a requirement 
of money which he might be asking this committee to 
provide?— No. I think that is the extent of mv 

requirements. 

6376. Chairman: I am sorry, Mr. Winn, so that 1 
follow, you needed £120,000 to keep solvent?— Yes. 

6377. And in addition you needed something towards 
the Canadian overdraft? — Yes. 

6378. And the sterling amount you required for that 
was about £200, 000?— Rather more than that. The over- 
draft itself was $600,000, but there was no point in just 
covering that. Obviously you had to have more besides. 
It would be a figure approaching £300,000, I think. 

6379. £300,000 there and £120,000 as well for the 
running account? — £120,000 more, merely to balance my 

something more to make it comfortable. 
ti a' Wmn: In fact, if one were to go through 
all these figures, the £120,000 that you indicated would be 
represented by £116,000, would it not?— Yes, that is the 
exact figure. 
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6381. The receiving being £492,000 and the requirement 
for payment £608,000? — Yes. 

6382. Had you yourself anything to do at all with the 
underwriting of the Vickers issue? — Nothing at all at 
that stage. When the thing had gone through, my depart- 
ment would be called upon to make the necessary 
payments, of course. 

6383. It was not in your mind to make any provision 
for liability on that? — No. I regard that as a matter of 
investment which is outside my province, certainly until 
such time as dt has been arranged, and then I would look 
to the investment secretary to provide me with the funds. 

6384. There is one other separate matter I wanted to 
ask your help about. There is, I think, a staff pension 
fund of the Corporation? — Yes. 

6385. Which is controlled by a nominee company called 
Foxhound Nominees? — Yes. 

6386. And your staff keep the accounts of that nominee 
company, too? — Yes. 

6387. I just want this evidence from you. On the 17th 
September, had Foxhound Nominees £40,000 in the street, 
that is to say, on immediate call? — Yes. 

6388. But did they need that money for paying for a 
property acquired on the 18th November at the cost of 
£38,250? — Yes, that was the purpose of the money. 

6389. So there was only a small balance there. There 
was there £15,000 cash at the bank? — Yes. 

6390. But did that nominee company have a liability of 
£33,000 on tanker finance loans, due on the 30th Septem- 
ber, and £20,000 on tanker charter loans on the 1st 
October? — That is so. 

6391. So that for that company, apart from Vickers 
underwriting, was the position that they had assets of 
£55,000 and maturing liabilities of £53,000? That is 
merely a summary?— I have not got those figures in 
front of me. 

6392. It may be that it is inaccurate to the extent of 
the difference between 40 and 38$, but it does not really 
matter. Could you tell me about one other company, 
the British Equitable, do you attend to their accounts at 
all?— Yes, I do. 

6393. I want to get their liquid position at the time. 
Tell me if you can confirm this. I am instructed by the 
accountant who has seen these books, Mr. Keller, that the 
British Equitable Assurance Company’s position on the 
18th vSeptember was, that they had £36,000 in cash? — 
Yes. 

6394. £85,000 call money?— Yes. 

6395. 'Making £121,000 ; that is right, is it not? — Yes. 

6396. No immediate cash commitments of any 
importance, and no Treasury Bills ; they had underwritten 
the Vickers issue to the total extent of round about £80,000 
of fully liable? — Yes. 

6397. And they had gilt-edged worth £103,400 nominal? 
— Yes. 

6398. That is the company which, on the 18th Septem- 
ber, sold all its gilt-edged stocks? — No. 

6399. No? — This is not quite in my province; it is 
really Mr. Cooper’s. 

6400. It sold £103,400? — Yes. I think the position of 
that company was, as you first stated, that it had £36,000 
in the bank and £85,000 on call. That was the position 
on that day. As you say, they had no immediaite 
liabilities. 



6401. All you are differing from me about is this, is 
it, that your impression is that they had other gilt-edged 
stock? — Yes. 

6402. It may be that I am wrong. At any rate with 
that state of liquidity, they nevertheless sold up £103,000 
odd of gilt-edged stocks? — Yes. 

6403. Did you say anything before the committee 
meeting to Mr. Cooper, or any member of the Treasury 
Committee about liability for Manchester Fire Losses? — 
No. 

6404. Would it be within your province when lihe pay- 
ments had to be made for those losses?— Yes, indeed, 
in fact, I was informed with fairly reasonable notice 
of the payment of £15,000. T have since been informed 
again of a further payment of £60,000. 

6405. The fact is, is it not, that the Corporation paid 
on the 22nd October, in respect of the Manchester Fire, 
for material loss policy £15,000? — Yes. 

6406. And under the same policy the material loss 
policy paid a further £60,000 on l-he 2nd December?-- 
1 am noit sure of that. I do not think that has yet been 
paid. We have been notified that it will be required. 

6407. lit may not yet have been paid. Would it be 
within your knowledge how much of the liability, for 
the Manchester Eire, was reinsured? — No, that would not 
come within my province. 

6408. <1 must leave that. Would it be within your 
knowledge at what dales the payments were made in 
respect of commitments for Vickers underwriting? — I 
should be advised, in due course, when those payments 
were to be made. 

6409. .1 do not know whether you have the notes with 
you, but this could be checked if I am wrong, and I 
should like to got it confirmed. Is it a fact that it was 
on the 14th October that the Corporation paid the first 
instalment for the Vickers Ordinary Shares, and I would 
like to know how much they paid ; do you know?— I have 
not got that figure with me, but, speaking from memory, 
that is the date. 

6410. A first instalment of 15s.?— Yes. 

6411. Do you know that the amount that the Corpora- 
tion subscribed as underwriters was 135,000 shares? — 
That is not a figure which I personally am acquainted 
with. It certainly goes through my department to the 
investment seotion. 

6412. You are not acquainted with the actual amount 
today? — No. 

6413. I must suggest that if the whole of the £135,000 
had to be taken up, the payment in October would have 
been £101,250. Jit is a matter of arithmetic? — Yes, but 
that figure would 'be advised at the appropriate time and 
would take its place on this budget. 

6414. The second installment for the Vickers Shares, 
the balance of 18s. a share, you would know, would you’ 
not, is due on ithe 10th January next? — Yes. 

6415. Would you know also that the loan stock had to 
be paid as to- 25 pea- cent, in October— 1 have n-ot got 
the exact date ; do you k-now that? — No. I would know 
it probably at the time. 

6416. And the balance of 71 per cent, (because it was 
at 96 per cenlt) on the 26th March?— Yes. 



Re-examined by Mr. Scarman 



6417. Flirat. a question about the British Equitable 
Assurance Co. Is it right that that is now a closed fund? 
— The .life fund is a dosed fund. 

6418. Is it also a diminishing fund? — Yes. 

6419. May I take it, therefore, that with such a fund 
it is normal, from time to time, to have to sell some of 
the securities retained in it? — Yes. 

6420. It is not a fund that is being augmented? — That 
is so. 

6421. Now I want to ask you a few questions about 
your meeting with Mr. Cooper. Is it right that Mr. 
Oooper returned from holiday on Monday, 1 6th Septem- 
ber? — Yes. 

6422. That is within your knowledge? — Yes. 

6423. I think you saw him on Tuesday, the 17th, did 
you? — No, not officially. 

6424. Did you see him at all? — Only at lunch. 

6425. But you had no official discussion about the 
affairs of the Royal Exchange on the Tuesday?— No. 

Chairman: I think we will have to ask Mr. Tyrrell 
to oome and sit on the other side because, not only oan we 
not hear, but we cannot see him. 



{The Witness changed his seat.) 



6426. Mr. Scarman: You did have a discussion with 
Mr. Oooper about the official business of the Royal 
Exohange on the Wednesday morning?— Yes ; hardly a 
discussion ; merely reporting my figures to him. 

6427. That was normal routine practice on the Wednes- 
day morning? — Yes. 

6428. The purpose being to put him into- your general 

- ' 1 ? e , tended the Treasury Committee meet- 
ing?— That is right. 

6429. Is the name of: the cashier of the company Mr 

Bovey? — That is right. J 



.Jr 430 ;, . Jt M' r - B °vey wiho prepares for you, amongst 
other things the document to which my learned friend, 
Mr. Winn, has drawn attention, your budget for the 
week beginning Wednesday, 18th September?— No He 
only provides the first two lines on the receipt side. 

• 6 t 31 -’ T h . e reSt L yc>u set £rom ot: heir people?— The rest 
is advised to me by various members of my department 
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6432. 1 think you made this dear bui I want it abso- 
lutely dear. In your talk with Mr. Cooper on the 
Wednesday morning, the 18th September, did you show 
Mr. Cooper this document? — No. 

6433. That document was, so to speak, the hrief from 
which you were talking to Mr. Cooper? — Yes. 

6434. You told us that the overall effect of the informa- 
tion contained on this document is that you were 
budgeting for a cash deposit of some £116,000 at the end 
of the week? — Yes. 

6435. Perhaps we should get the period quite clear. 
Was it the end of the week, ten days or fourteen days? 
— It is rather an elastic period, but certainly in this case 
it would have been taken to the end of the month. There 
are certain end-of-the-month payments which it would be 
foolish not to include when making this up on the 18th. 

6436. You gave him that overall figure of about 
£120,000 cash deficiency on the basis of this document? 
— Yes. 

6437. You had in mind also the Canadian overdraft? 
—Yes. 

6438. Did you mention .that to him? — Yes. 

6439. Did you tell him about how much that would be? 
— I think I may have mentioned a figure of some £300,000. 
He, of course, would be acquainted with the situation. 

6440. Both of you, of course, would be acquainted 
with the background? — Yes. We have, in fact, dealt with 
that situation by buying £372,000 worth of dollars. 

6441. In the course of that talk did you mention any 
other specific demand to Mr. Cooper? — Not that I 
remember. 

6442. Did you tell him what cash requirement you 
would like to give you, from your point of view, a reason- 
able margin? — Yes ; I think 1 quoted £500,000 to £600,000 
to pay the Canadian. 

6443. I want to get that clear. Did that last answer 
mean this, that you, the accountant, were saying to Mr. 
Cooper, the investment secretary for the period which we 
are discussing: “I want from my point of view about 
£500,000 to £600,000”?— Yes. 

6444. Before you gave him that request you had men- 
tioned the deficiency figure of £120,000? — Yes. 

6445. And you had mentioned the Canadian overdraft? 
— Yes. 

6446. May I take it from what you have said that 
there was no reference in this discussion to the Royal 
Exchange liabilities for the tanker loans and the tanker 
finance? — No. They would be included in my estimated 
payments. 

6447. There was no specific reference?— No. 

6448. Because of something that was said by the learned 
Attorney-General in opening yesterday, I must ask you 
this question. Do you know what the sum was which 
was required from the Royal Exchange group for those 
instalments at about that time? — It would be in the 
nature of something like £150,000. 

6449. Now I want to ask you a .question or two about 
tihe size of the departmental quarterly settlement, with 
which the Royal Exchange was faced in September. That 
figure was given yesterday by the Attorney-General at a 
figure of £180,000 and I think you have agreed with Mr. 
Winn that perhaps it was nearer £200,000. I want to 
examine that in a little detail. Can we find out from your 
personal brief, which is Document H.lla, what the 
^•nartmental quarterly liability for settlement was at the 



time of this discussion? — We are talking by department 
settlement of something outside investments? 

6450. That is right? — In that case, it is the £200,000 
shown under the “ General ” column under “ Pay ”, which 
is £180,000 for the accident reinsurances and £20,000 for 
two fire claims. Lower down we have the figure of 
salaries, of course, which is going to be against us before 
the end of the month, making in all some £245,000. 

6451. I am looking at H.lla, at the last column on the 
right-hand side under the general heading “ Pay ”. Have 
you got that? — Yes. 

6452. You have just given us the figure of £200,000 in 
that column as against claims. Then there is the figure 
of £61,000 against purchases. What is that figure for? 
— That will be required for various purchases of 
investments. 

6453. Then there is a figure of £45,000 which, appro- 
priately enough, looks halfway between salaries and 
income tax, but 1 suppose it is meant for salaries, is it? 
—Yes. On my copy that is opposite salaries. 

6454. And the total of those three figures at the foot 
is a total of £306,000? — Yes. 

6455. May I take it, therefore, that in respect of 

insurance claims, the money required for the purchases 
of investments, and the money required for salaries, there 
would be a total requirement of about £300,000? — You are 
only referring to the general funds of the Royal 
Exchange? . . 

6456. Only to the general funds. That is right, is it? 
— That is right for the general funds. 

6457. Mr. Cooper will tell the Tribunal when he is 
called, I think, that in a discussion with Mr. Bovey, the 
cashier, on I think the Monday, Mr. Bovey had mentioned 
an outstanding departmental quarterly settlement require- 
ment of about £300,000. Would you quarrel with that as 
a general figure? — No. 

6458. Of course, whatever that figure is, it has been 
brought into account before one reaches your overall 
budget cash deficiency of £120,000? — Yes. 

6459. You have told us what the liquid assets available 
were at this time. I think it was some £375,000, of 
which £275,000 was in Treasury bills and £100,000 at call 
from the Leeds Corporation? — Yes. 

6460. Of course, those sums would not be earmarked 
to any specific liability, would they? — No. 

6461. You might in your mind appropriate them to one 
liability, but somebody else might quite properly, while 
they were still in that form, appropriate them to some 
other liability? — Yes. 

6462. When you were doing your quick reckon-up of 
the Royal Exchange liquid position, against what liability 
did you in your mind put them? — l put them against the 
interim dividend. That I think was a view which 
originally Mr. Cooper shared, but the Canadian figure 
began to loom rather large and I think perhaps he allocated 
it against that liability. 

6463. You mean to say the Canadian overdraft figure 
began to look more presently menacing than the interim 
dividend requirement? — Yes. 

6464. And therefore, as that loomed larger so one might, 
as we do in our small affairs, switch what we hold to that 
particular credit? — Yes. 

The Attorney-General : Might I ask a further question, 
before your Lordship puts any questions, on the accounts? 

Chairman: Yes. 



Re-examined by The Attorney-General 



6465. You have said in answer to my learned friend Mr. 
Scarman that £150,000 was required from the group with 
regard to the provision for oil tankers? — Yes. 

6466. My learned friend asked you with regard to the 
group: That includes what are called the autonomous 
companies, does it not? — That includes Foxhound 
Nominees. 

6467. Was the liability of the pension fund for the tanker 
charter loans and tanker finance loans a call of £33,000 
on the 12th September? — We were notified on the 12th, 
yes ; payable on the 30th. 

6468. And were you notified on the 31st August of a 
call of £20,000 on tanker charter loans payable on the 
1st October? — Yes. 

6469. Those sums would not properly be payable out of 
the resources of the Royal Exchange Assurance itself, 
would they? — No. 

6470. Its principal funds? — No. 

6471. If you take that away, that is £53,000 away, from 
£150,000, that leaves you with a figure of £102,000 being 
a little too much, does it not? — Y es, 



6472. If you are dealing with the liability to the Royal 
Exchange Assurance itself, leaving out of account the 
pension fund and the British Equitable, the liability for 
oil tankers was less than £100,000? — I think these figures 
are an approximation. I think the figure can be taken 
as £102,000 for the Royal Exchange. 

6473. And you were giving these figures to Mr. Cooper 
with a view to securing that there was necessary Royal 
Exchange finance to carry on operations during the next 
week? — I give these figures to Mr. Cooper in three ways 
— Royal Exchange, Foxhound Nominees and British 
Equitable — in three separate advices, and I would put 
these Tanker figures into the appropriate account. Mr. 
Cooper might very likely think a little more broadly and 
think in terms as far as his responsibility was concerned. 

6474. We shall hear Mr. Cooper quite soon. At any 
rate if it was criticism of the figure of £102,000 as being 
the liability of the Royal Exchange, you would agree that 
that was about right? — £102,000 is about right. 

6475. Let us come back to the other figures. The figures 
for departmental claims when I looked at your budget 
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— correct me if I am wrong about this — Fire, For Fire, 
Sea, Accident and General, are all grouped together as 
£200,000, are they not? — Yes. 

6476. That was your estimate of the total claims for that 
period? — Yes, during that period. 

6477. To that, did you have to add £40,000 for Life? 
Do you see that on the first line ; is that £40,000?— Yes, 
that is £40,000 and that is for the Life Fund. 

6478. So your departmental claims including life, would 
have amounted to £240,000? — Yes. 

6479. And that was the figure you took into account 
in your budget, was it not? — On these figures, yes. 

6480. Where do you get the departmental claims 
amounting to £300,000 from?— I do not think that that is 
a figure that I have ever quoted. 

6481. I thought you agreed with my learned friend that 
that figure was included in this budget. That is why 1 
rose to aslc you this question? — In the General column 
there is a figure of £306,000 to be paid. 
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6482. That includes purchases for investments, and that 
includes salaries. Let us be clear about this if we can. 
Dealing with departmental claims, not only fire and 
accident claims but also life claims, the total is £240,000 ; 
that is your total? — Yes, that is so. 

6483. Mr. Bovcy is the cashier, is he not — Yes. 

6484. Docs he work under you? — Yes. 

6485. And is it his duty to report to you? — Yes. 

6486. And when there is any question of accountancy 
or figures, you arc the man responsible? — Yes. 

6487. And responsible to the Court? — Yes. 

6488. And you are responsible, I suppose, primarily, 
for seeing that there is enough cash in hand to meet out- 
going liabilities? — Yes. 

6489. And it was your estimate that £500,000 to 
£600,000 would suffice? — Yes. 

6490. Was that for the Group or the Royal Exchange 
Assurance alone? — For the Royal Exchange Assurance 
alone. 



Mr. Donald Edgar Tyrrbll 



By The Tribunal 



649 1 . Chairman : You must bear with me, because I 
do not ipretend to understand this document even now. 
Where do the Tanker Loans come (into this? — They would 
be on the “ pay ” side of this piece of paper. 

6492. But where are they in the figure? — Under 
“ purchases 

6493. So far, you have told me those are investments ; 
that cavers, not merely purchases, but calls of these 
loans? — Calls as well. 

6494. So that the £102,000 which you reckon is the 
Royal Exchange’s proper share, is somewhere in that 
horizontal column of purchases?— That is so. 

6495. Then for Claims under General, £200,000, we 
have had mention of a figure of a £180,000, and I think 
I am right that you said that is included in the £200,000? — 
That is so. 

6496. What is the other £20,000? — Two fire claims noti- 
fied due for settlement in the next few days. 

6497. So that there were two fire claims which were 
due for payment? — Yes. 

6498. £180,000 other claims outstanding before the end 
of the month? — Yes. 

6499. Then £40,000 on life insurance before the end of 
the month? — Yes. 

6500. I do not know whether we shall see Mr. Bovey 
or not, but he could not have assessed the quarterly 
settlement of claims as £300,000 possibly, could he? — 
No, he could not possibly. 

6501. I thought you said to Mr. Scarman, a moment 
ago— you certainly conveyed to my mind, that you would 
not have been surprised if Mr. Bovey had said that, but 
you would have been very surprised?— Mr. Scarman, I 
thought, was taking me through the General column of 
the outgoings which do, in fact, come to a little over 
£300,000. 

6502. But so far as the quarterly settlement ds concerned, 
one could not make this more than £240,000 in all? — 
That is so. 

6503. You needed then, £116,000 on this document 
plus £250,000 on the Canadian overdraft? — Yes. 

6504. That was just to get square and nothing more? — 
Just to get square on both accounts. 

6505. So you needed, in order to get square, £366,000? 
—Yes. 

6506. 'Why then did you tell Mr. Cooper, if you did, 
that you would like to have £600,000 — merely on the 
principle of the more you can get, the better?— No, on 
the principle that it would not be sufficient merely to 
bring my balance back to nil, either here or in Canada ; 
there must be a working balance as well. 

6507. The point is, why do you think you needed 
£234,000 as a working balance?— Those are very round 
figures, and I was trying to get myself comfortable with- 
out being greedy. 

6508. You wou'ld have been quite satisfied with 
£500,000?— Yes. 

6509. Who can tell us about actual payments on the 
isub-underwriting. Can you tomorrow morning? — Mr. 
Cooper could, equally well. 

6510. And the Manchester Fire Loss, reinsurance and so 
on — would he deal with that? — No, I think perhaps the 
best person would be Mr. Roberts who has some 
experience of underwriting, which neither Mr. Cooper 
nor I has — underwriting in the insurance sense. 

6511. Who is that? — Mr. Roberts our Assistant General 
Manager who, I think, may be called. 



6512. Mr. Milner Holland: May I see whether I under- 
stand this document, because I hope the light is beginning 
to dawn. You read it top to bottom. Under Life, for 
example, you wore expecting during the period to get in 
net £190,000?— Yes. 

6513. And to pay out £207,000, leaving you a deficit 
of £17,000?— That is so. 

6514. Then you can take each of the columns in the 
same way, can you? — Yes. 

6515. For example, under the General column, you were 
expecting to get in £230,000 and to pay out £306,000. 
So to find the deficit, you add up the bottom line balances 
of each, and three are adverse and one is favourable? — 
That is it. 

6516. And that gives you £116,000. That is how we 
get at that? — Yes. I would add it lis essential that we 
should keep our records and our cash in those three 
separate forms. 

6517. Yes, I quite follow all that, but this, in effect, 
shows in that simple — simple when we know 'how to read 
it— way, a deficiency of £1 16,000, and all you were asking 
for was a round figure of about £500,000 not only to cover 
that, but to give you a working balance? — Yes, and the 
Canadian overdraft as well. 

6518. Everybody talks about the Canadian overdraft as 
if 1 knew what lit was. I do not. What was the Canadian 
overdraft? — In 1956, our Canadian business was not going 
very well and our Branch Manager had asked for overdraft 
facilities, which he was granted, to the tune of $250,000. 
By the middle part of this year, the situation had got a 
good deal worse, and he asked for a remittance of (1 think) 
$400,000. But what, in fact, happened (which suited him 
quite well) was that his overdraft facilities were increased 
to $700,000 and at this particular time that overdraft was 
up to $600,000. It was quite clear, that before the year 
end — and we were in fact paying 5} per cent, interest on 
it— t'he sooner we put that right the better. 

6519. Your proposal was to clear it off altogether?-— Yes 
which in fact we have done. 

6520. And at what did you put the figure required for 
that — in pounds now? — In the event, £372,000. 

6521. You took the view when you saw Mr. Cooper 
at this time that it was vital to clear the Canadian over- 
draft position immediately, and you advised that? — Yes. 

Mr. Vecilc: When was it cleared off? 

6522. The Attorney-General: I do not know if Mr. 
Tyrrell can check it, but this may help him : .1 think the 
date was 21st October?— I think that is so. It is a matter 
which was gone into by Thomson McLintock. and I was 
trying to find out m their report. 

6523. Mr Veale: At all events, it was paid off in 
October? — Yes. 

6524. And the £200,000 on Document H. 11 A which 
were claims, were they all paid off within the fortnight? 
—They were all disposed of on the 2nd October. 

6525. Dad this conversation with Mr. Cooper take place 
on the Wednesday?— On the Wednesday morning. 

6526. On the Tuesday you had not seen him at all, or 
had not talked to him at all?— That is so. 

6527. How detailed was your talk to him? Were you 

■talking in terms of £500,000 or £600,000,” or were you 
saying really: I want such and such a specific sum ”? — 

1 think I would have said : “ I want somethin^ like 
£500,000 or £600,000 to put me right, to incH Sg ffie 
Canadian overdraft right ”. 
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6528. When you mentioned the Canadian overdraft, did 
you mention a specific sum in English money? Did you 
say : “ I want £250,000 ”, or, “ I want £300,000 ”, or what? 
— No, I think I would have said : “ I am £120,000 in the 
red. I would like £500,000 or £600,000, wihich will put 
right the Canadian situation as well I think that is by 
and large what I would have said. 

6529. So the actual figures mentioned to Mr. Cooper 
were merely the £120,000 deficiency and your overall 
request for £500,000 to £600,000, which included, among 
other things, the Canadian overdraft. Is that what 
happened? — That is precisely what happened. 

6530. Chairman : I should have asked you : did I under- 
stand you right that you prepared three of these forms, 
one for the Royal Exchange that we are looking at now, 
one for the British Equitable, and one for the Foxhound 
Nominees? — Yes, but not in this form. British Equitable 
is a small company which requires very little pondering 
over, and I can see at a glance what the position is. The 
same to a lesser degree applied to the Foxhound Nominees. 

6531. Did you on that morning give Mr. Cooper infor- 
mation in regard to those other two companies? — I did. 
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6532. Do you remember what you said to him in regard 

to each? — I cannot recall, no, but it would be something 
to the effect that the B.E. was reasonably comfortable, 
and Foxhound would be requiring some money in due 
course. „ „ , . , 

6533. Without mentioning any amounts? — I think I 
probably would have mentioned amounts for Foxhound, 
yes. 

6534. What sort of figure did you tell him that Fox- 
hound would be requiring?— I cannot recall that figure. 
I could quite easily reconstruct it, but it might not be 
quite the same thing. 

6535. There is no document from which you can re- 
construct it? — No. 

6536. But as regards British Equitable, you said that 
they were quite all right? — Yes. 

6537. Mr. Milner Holland : Looking back on it now, 
was this a crisis day? — In my own small way, yes, but I 
had not concerned myself with the broader aspect. I 
formed no opinions, as it were, on the national situation. 

6538. No, I did not mean that. Was this a crisis day 
in the Royal Exchange Assurance? Were you producing 
an alarming report to Mr. Cooper? — Oh no. 



Mr. Donald Edgar Tyrrell 



Further re-examined by The Attorney-General 



6539. If I might put one question: did you on that 
Tuesday tell Mr. Cooper that either Foxhound Nominees 
or British Equitable would require to borrow in the near 
future from the parent company? — I do not recollect — we 
are talking of the Wednesday, not the Tuesday? I do 
not think so ; I cannot recollect it. 



6540. Either on the Tuesday or the Wednesday? — I did 
not see him on the Tuesday, and I do not think on the 
Wednesday. 

6541 . Was there, as far as you knew, any occasion Tor 
the British Equitable to draw on the parent company for 
anything? — There have been occasions. 

6542. But at that time? — Not at that time, no. 



( The Witness withdrew.) 

(. Adjourned to to-morrow at 10.30 a.m .) 
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( Document E.7) 

6543. Is your full name Clyde Algernon Sydney Cooper? 
— Yes. 

6544. Do you live at 47, Tyrone Road, Thorpe Bay, 
Essex?— Yes. 

6545. I am going to take you through your statement 
which you have made, and then I shall have some ques- 
tions to puit to you. Are you the Investment Secretary to 
the Royal Exchange Assurance Company? — I am. 

6546. Have you held that position for six years? — I 
have. 

6547. Before that were you Assistant Investment Secre- 
tary? — I was. 

6548. Did you join the corporation in 1926 to start the 
Investment Department? — I did. 

6549. I do not think I really need ask you about any 
further matters on that page, unless you want particularly 
to bring them out. I think we can turn to what you say 
about the general functioning of the corporation. Is there 
a Count of the Royal Exchange consisting of all the 
Directors? — There is. 

6550. Does that meet each Wednesday at 12.30? — It 
does. 

6551. And are some members of the Court members of 
the Committee of Treasury? — Certainly. 

6552. Who are Ifchey? — They are the three Governors 
of the corporation, .together with Mr. Scott, Mr. Mure, 
Lord Weeks, and Lord Bruce. 

6553. Who are the three Governors to whom you are 
ref erring? — In order of seniority. Lord Kiindersley, Mr. 
David Bowes-Lyon and Mr. Leslie Farrow. 

6554. The Count, you say, meets each Wednesday at 
12.307—12.30 exactly. 

6555. Does the Court conclude its business on Wednes- 
day at 12.45? — It does. 

6556. Does the Treasury Committee then meet? — It 
does. 

6557. Do the General Manager and the Assistant 
General Managers and yourself, .and also the Accountant, 
attend the Treasury Committee for ithe purpose of making 
a report? — That is 'true ; as far as the General Managers 
are concerned, only of course if they are available. 

6558. I did not hear a word of that? — It does not 
necessarily follow that the General .Manager and two of 
hds assistants will be there. 

6559. But you attend if wanted?— I attend the Treasury 
Committee invariably, unless I am on holiday or sick. 

6560. Do you prepare the agenda for the meetings of 
the Committee? — 1 see that it is prepared rather than 
prepare it myself. 



6561. And you enter some items on the agenda in manu- 
script?— That is so. 

6562. Do you do that — I think you have said so — more 
particularly where you may wish first to confer witli a 
member of the Committee before (I thank you have said) 
finalising your own views and formulating recommenda- 
tions? — That is so. 

6563. If the Cashier has anything to report, is bis 
report ifche first item on the agenda?— It is. 

6564. Is that submitted by the Accountant? — It is. 

6565. Does that report usually give details of payments 
for purchases and receipts from sales since the previous 
week? — It does. 

6566. Is there usually a Cashier’s report?— There lis. 

6567. After the Cashier’s report is given does the 
Accountant go out? — He does. 

6568. Do you then speak on various items as called by 
the Chairman ? — Y es. 

6569. And give your views and recommendations to the 
Committee? — Yes. 

6570. After the meeting is the agenda posted in the 
Treasury Agenda Book? — It is. 

6571. Do you sometimes, for the purpose of recording 
the decisions arrived at, cause certain items to be amplified 
when inserted dn that Treasury Agenda Book?— Certainly. 

6572. Is that Agenda Book in the nature also of a record 
book as a record of completed transactions? — The Agenda 
Book is a record of business discussed. 

6573. I think you have said in your statement, and 
I am trying to take you through it: “The Treasury 
Minute Book which, is kept is not a minute book in the 
modern sense. It contains for the most part reports of 
completed 'transactions”. That is what you said, is it 
not?— As regards the Minute Book that is absolutely true. 

6574. That is all I am asking you about. Did you go 
on leave on the afternoon of the 28th August? — I did. 

6575. Did you get back to your office at the Royal 
Exchange on the 16th September? — Yes. 

6576. During the period that you were away did you 
have any communication of any kind with Lord Kinders- 
ley? — None whatsoever. 

6577. Or with any other person on any business matter? 
— I did not. 

6578. But while on your holiday did you do your best 
to keep yourself well informed on financial matters? — l 
did. 

6579. While on holiday did you study the Press and 
especially the financial columns of the Press?— Yes. 

6580. Did you form a view while you were on holiday 
about the situation? — I did. 
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6581. I think you have said that you formed the view 
that Her Majesty’s Government’s handling of the situation 
was inadequate?—! certainly did. 

6582. And did you apprehend that the country was 
moving swiftly towards a currency crisis? — I did. 

6583. Did you form the view that the Corporation would 
be ill-served if k did not have liquid resources which mea- 
sured up to such a situation? — I did. 

6584. Did you say in your statement something which I 
I suppose no one will dispute : “ In a crisis liquid funds are 
highly desirable ”? — That is absolutely true. 

6585. Did you return to your office on the 16th Sep- 
tember at 10 o’clock in the morning? — I did. 

6586. You say in your statement that you talked to 
stockbrokers and generally made enquiries as to what the 
spirit was in the City, to see whether others like you were 
apprehensive about the situation? — I did. 

6587. Did you gain the impression that the Government 
Broker was “ grooming ” the gilt-edged market for a 
new Government Refunding issue? — I did. 

6588. Did you come to the conclusion that many people 
in the City were not alive to the seriousness of the foreign 
exchange situation? — I was confident that was so. 

6589. Against this background, did you want an oppor- 
tunity (so you say) of re-assessing your own opinion to find 
out whether you were one of a minority out of step? — I 
did. 

6590. Had you considered the question of a rise in the 
Bank rate very carefully? — I had. 

6591. Did you come to the conclusion that the Bank rate 
ought to have been raised to 6 per cent, at least a month 
earlier? — I certainly did. 

6592. And that the medium-term gilt-edged market was 
already discounting a 6 per cent. Bank rate? — That was my 
view. 

6593. Did you come to the conclusion that the authori- 
ties had left it much too late to obtain the benefits of 
raising the Bank rate? — I had. 

6594. And that therefore an alteration in the quotation 
for sterling must be the outcome of the forthcoming 
International Monetary Fund meeting? — Yes. 

6595. With regard to the Corporation’s internal affairs, 
did you discuss with the Cashier the current money posi- 
tion? — I did. 

6596. But did you say in your statement that you could 
not see the company’s overall financial position in full 
perspective until the Wednesday, the 18th, when you had 
a discussion with the Accountant? — I did. 

6597. On Monday, 16th September, did you meet Lord 
Kindersley? — I did not. 

6598. Did you have any communication of any kind 
with him? — None at all. 

6599. Do you know that Lord Kindersley attended a 
meeting of the Committee of Management of the Royal 
Exchange on Monday at quarter past twelve? — I was 
aware of that. 

6600. Did you attend that committee meeting? — I did 
not. 

6601. Did you speak to a Mr. Roberts that day? — I did. 

6602. Would he have attended that Committee of 
Management? — Certainly. 

6603. Did you discuss with him financial matters and 
the affairs of the Corporation?— Only in the most general 
way. 

6604. By Tuesday, 17th September, had you formed the 
view that it was necessary to add materially to the Cor- 
poration’s liquid resources? — I had. 

6605. Had you become aware that the short-term liabili- 
ties of the Corporation (so you say) were materially higher 
than the cash? — Yes. 

6606. And the short-term assets which were available. 
Did you regard the position of the Corporation as vulner- 
able, having regard to your assessment of the -national 
position? — I did. 

6607. Did you mention your misgivings to Mr. Roberts? 
I did. 

6608. Did you tell him that it involved contemplaton 
of a substantial sale of gilt-edged? — I did. 

6609. Did you see Lord Kindersley that day? — 1 did 
not. 

6610. Was there any communication of any kind with 
Lord Kindersley?— None whatsoever. 

■ 6611 . On Wednesday morning did you prepare the 
agenda for the meeting of the Committee of Treasury? — 
I did. 

6612. Due to take place at 12.45. I will just fake you 
quite shortly through this. Did you include the following 
items in that prepared agenda: Cashier’s report. Royal 
Thames Yacht Club, Vickers, Ltd. and the Villiers Engin- 
eering Co., Ltd.? — I did. 



6613. The item ’‘Gilt-edged’’ which subsequently 
appeared was not typed on the agenda, was it?— It was not. 

6614. Was the reason that when the agenda was made 
out for typing you had not — I use your words— finalised 
your views as to the appropriate heading?— That is true. 

6615. Had you hoped to have an opportunity or a few 
words with Lord Kindersley before his 12 o’clock Depart- 
mental Committee?— I had. 

6616. Did you usually get an opportunity ot doing tnat l 

— Usually that was so. ...... 

6617. And had you hoped to do that on this day with a 
view to discussing with him important matters affecting the 
the items upon which you desired a second opinion? 

I did. ,. ... 

6618. According to the result of your conversation with 
Lord Kindersley would you have added to the agenda 
an appropriate title, and perhaps also with a specific 
recommendation?— That would have been so. 

6619. Do you say you were not able to see Lord 
Kindersley until almost 12.30 p.m.? — Yes. 

6620. And consequently was a last minute addition 
made to the agenda in manuscript of the words ** Gilt- 
edged ”?— They were, yes. 

6621. To cover the general subject which you wished 

to discuss? — Certainly. , 

6622. In anticipation of Ithe discussion, had you caused 
to be prepared and laid before the members of the Com- 
mittee an up to date statement of the gilt-edged holdings 
of the Corporation’s funds which were to be discussed? 



— J- nau. 

6623. Did you see Lord Kindersley for two or three 
minutes just before half past twelve? — I did. 

6624. Did you see him in Mr. Roberts’ room? — l did. 

6625. Had you been summoned there by Mr. Roberts? 

6626! Did Lord Kindersley then speak to you about 
your holiday? — Yes. 

6627. And yacht racing at Burnham?— Certainly. 

6628. Did that part of the conversation (so you say) 
conclude by your saying 'that when the request about the 
Royal Thames Yacht Club was discussed in the Treasury 
Committee you wanted him to know that you were not a 
member of that club? — I did. 

6629. Did that conversation last only two or three 
minutes? — Only that length of time. 

6630. Were you starting to refer to another item coming 
before the Committee, namely Vickers, Ltd.? — I was. 

6631. And going on to say ithat you were concerned 
about the size and hazards of the Vickers underwriting? 



— I was. 

6632. And did Lord Kindersley then interrupt your 
remarks by telling Mr. Roberts it was time to go to the 
meeting of the Court of Directors? — Yes. 

6633. Did you feel than you had not been treated with 
the courtesy which he normally showed to you? — I did, 



yes. 

6634. I am still taking you through your statement ■ 
before asking you questions upon .it. That is what you 
say? — -Yes. 

6635. The meeting of the Committee of Treasury 
commenced when the Court of Directors adjourned. Was 
that approximately 12.45? — Yes. 

6636. Were there present at that meeting, Lord 
Kindersley, Mr. Farrow, Mr. Scott and Lord Weeks? — 
There were. 

6637. And in attendance, Mr. Roberts, Mr. Calvert and 
yourself? — Yes. 

6638. Did the accountant attend the opening of the 
proceedings for the purpose of submitting the cashier’s 
report? — Yes. 

6639. Did he then retire? — Yes. 

6640. Was the first item dealt with at that meeting, 
the item of the Royal Thames Yacht Club? — Yes. 

6641. I do not think, unless you desire it, that we need 
go into the details of that discussion, but perhaps you 
would just mdiicaJte approximately how long that lasted, 
the discussion on that item? — Some three or four minutes. 

6642. The next item on the agenda was Vickers, Ltd. 
Were the proposals set out in detail on the agenda, 
speedily approved by the Committee? — After they had 
read them, because they were somewhat detailed. 

6643. Those were ithe proposals for the underwriting, 
were they not? — They were. 

6644. Did you make some comment upon the liability 
being undertaken by the Royal Exchange? — I did. 

6645. Did you say that you expected the loan stock 
would be fully subscribed? — Yes. 

6646. And, therefore, not represent a liability to the 
Corporation as an underwriter? — Certainly. 
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6647. Did you say that you were apprehensive about 
the success of the ordinary share issue, where the recent 
slide in the market price of the existing ordinary shares 
had opened up a probability that the Corporation might, 
in your view, have to take up to £400,000 of such shares? 
— Yes. 

6648. Had the Vickers issue been under consideration 
at a meeting of the Committee of Treasury on the 28th 
August, 1957? — Yes. 

6649. And from that date, was the Corporation, in your 
view, morally bound to take up this underwriting so long 
as the issue terms were realistic at the time of issue? — 
Entirely so. 

6650. Did Lord Kindersley make any comment or 
criticism about this item? — He did not. 

6651. About 'how long was taken, do you estimate, in 
discussing that item? — -Perhaps three or four minutes 
again. 

6652. Then I think you came on to the Villiers 
Engineering Co. Ltd.? — I did. 

6653. We need noit go into the details of that, but would 
you just say how long that took, about? — That took 
perhaps a minute, and excepting only that I asked what 
they did, it was accepted without question. 

6654. Then did you come to the item that you added 
to the agenda, gilt-edged? — I did. 

6655. Did you explain to the Committee that, in view 
of the current foreign exchange crisis, you were concerned 
about a serious deterioration .in the liquid position of the 
Corporation which had occurred during your three weeks’ 
holiday? — I did. 

6656. Did you explain to the Committee that among 
the many liabilities which you -might, or would be called 
upon to make provision for, were an interim dividend 
costing some £270,000? — Yes. 

6657. Fire and accident disbursements in respect of 
losses and treaties which had been notified of fully 
£300,000?— Yes. 

6658. Instalments upon the tanker loans of B.P. and 
Shell of about £150,000?— I did. 

6659. And the potential liability in respect of Vickers 
ordinary shares, say, £400,000 already mentioned? — -Yes. 

6660. Did Mr. Roberts then report that you had very 
recently been additionally notified of a serious fire loss 
in a Manchester store, where your gross loss was £250,000? 
— I did, excepting only that it should not be supposed 
that he was talking about me. 

6661. No. When I say “ your ” I mean the Company’s? 
— Certainly. 

6662. Not your personal loss. I thought that was clear. 
Did you also have in mind a bank overdraft of approxi- 
mately £230,000?— I did. 

6663. Did you refer specifically to that? — I did not. 

6664. Did you then make a recommendation which you 
subsequently recorded for entering in the Treasury Agenda 
Book in the following terms: “Suggest sales from prin- 
cipal R.E.A. Funds, so as to provide fully £500,000 after 
allowing for large pending departmental settlements, and 
the interim dividend ”?— I did. 

6665. Did Lord Kindersley, as Chairman, ask whether 
everybody was agreed on that? — He did. 

6666. Was that his sole contribution to the discussion 
on that item? — -It was. 

6667. Was everyone agreed upon that? — They were. 

6668. Was there any reference at that meeting to the 
Bank rate? — There was none whatsoever. 

6669. Did the meeting end at 1 o’clock? — Yes. 

6670. After the meeting, had you any conversation with 
Lord Kindersley or any other member of the Committee? 
—No. 

6671. After lunch, was a copy of the agenda inserted in 
the Agenda Book, and was the book taken to Mr. Roberts 
who recorded, I think you say, the marginal notes of the 
decisions taken at the Committee Meeting? — That is so. 

6672. When that Committee Meeting ended, and before 
you had your lunch, did you walk -through with Mr. 
Roberts to his room? — I did. 

6673. Did you discuss with him whether the Royal 
Exchange decision regarding the sales of gilt-edged ought 
to 'be extended to two of the smaller autonomous funds? 
-41 did. 

6674. Did you say those two funds would be likely to 
borrow from the parent company to meet their own future 
commitments, if no selling were to be done? — I did. 

6675. Did he agree in principle to moderate sales being 
effected? — -He did. 

6676. And also that certain gilt-edged holdings by certain 
companies in the east should be similarly sold, in anticipa- 
tion of a liquidation? — He did. 
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6677. Before the meeting took place, had you made up 
your mind as to what type of gilt-edged stocks should 
be sold if the Committee accepted your recommendation? 
— I had. 

6678. Between 1.10 and 1.25, did you sec your assistant, 
Mr. Tyndall?— I did. 

6679. Did you tell him to put in hand selling of the 
bulk of the securities “ which I desired to be sold ”? — 
I did. 

6680. We know now what was sold. Did you agree 
with Mr. Tyndall what brokers were to be instructed? — 
I did. 

6681. Did you start by telling Mr. Tyndall to sell only 
£250,000 British Electricity 4 {- per cent, stock 1967-69? 
—Yes. 

6682. Was that to -test the market? — In that particular 
stock, yes. 

6683. After lunch, did you see Mr. Tyndall again? — 
I did. 

6684. Did you ask him if the sales had been carried 
out? — I did. 

6685. Did he tell you that they had all been carried 
out, or were on the point of completion? — Yes. 

6686. Did he tell you -that the price of the British Elec- 
tricity 4i per cent, had eased a sixteenth? — He did. 

6687. Did you, none the less, ask him to sell a further 
£250,000 of that stock? — Certainly. 

6688. And also to sell £150,000 British Electricity 31 
1976-79?— Yes. 

6689. To complete your gilt-edged sales? — Yes. 

6690. Were those instructions given about 2.30? — They 
were. 

6691. And about 3.30, did Mr. Tyndall tell you that 
your orders had been carried out? — He did. 

6692. Did you tell anyone else what instructions you 
had given to Mr. Tyndall? — I did not. 

6693. Did those transactions in the gilt-edged market 
on the 18th September, 1957, affect only approximately 
£1,160,000 market value, out of a total holding having 
a market value in excess of £20 million? — That is so. 

6694. Did you say in your statement that had you 
had any knowledge of the proposed increase in the Bank 
rate, and had you desired to take advantage of it, you 
would not have sold medium dated stocks, but, for obvious 
reasons, you would have sold undated stocks? — Definitely 
so. 

6695. Was the approximate amount received by the 
Corporation, in respect of the transactions, as follows: 
Royal Exchange funds £849,000? — Yes, 

6696. British Equitable funds £103,400? — Yes. 

6697. Pension Fund £93,100?— Yes. 

6698. And for the companies in the Far East, to which 
I have made reference, in liquidation £122,500? — Yes. 

6699. Have you extracted from your records a list of 
the larger dealings in gilt-edged between 5th September, 
1955, and 22nd November, 1957? — I have. 

6700. I -think that has been produced by you, and it is 
E.23. Have you had supplied to you by the Trustee 
Department a list of transactions carried -out by that 
department between the 16th and 19th September? — 1 
have. 

6701. And also a list showing the transactions carried 
out for the Corporation’s own funds, between the 16th and 
the 19th, other than the gilt-edged which have been 
referred to in detail? — That is so. 

6702. I think I have taken you through your statement. 
Is there anything else in your statement which I have not 
extracted from you, to which you wish to draw attention? 
—No. 

6703. Let us now look, if we may, at the list of your 
Company’s transactions from 1955-1957. I want to put 
to you now, some questions upon that. It is E.23. You 
have, of course, studied this document, have you not? — 
I have, yes. 

6704. The total nominal value of the stock sold on the 
18th September, 1957, was £1,412,300, was it not? — It was. 

6705. Was the total nominal value of the stock sold 
by the Royal Exchange Assurance Corporation itself 
£1,333,000? — No, that is not true. 

6706. Is it not? I am not talking about the autonomous 
funds. Would you see if that is not right. What figure 
would you say was- the nominal value of the stocks sold 
by the Royal Exchange Corporation itself? Perhaps you 
would help me on that if I have made a mistake. Have 
you in mind that it may be that that figure includes the 
sa-les for those Far Eastern companies? — Would you give 
me a moment to produce it in detail? 

G 
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6707. Yes, certainly? — ( After a pause)-. The totals I 
make are, for the Royal Exchange, including that liquida- 
tion transaction, which I think counted as Royal Exchange, 
are nominal values of £1,162,000, pension fund £115,000, 
and British Equitable funds £135,000. 

6708. That is including the liquidation figure, as I may 
call it? — It is, yes. 

6709. I want to make sure to what extent one is com- 
paring like with like in going through this table. But 
apart from that, at the moment would you agree with 
me that the transactions on the 18ith September as shown 
by this table were quite unprecedented? — I would not 
agree. 

6710. Can you point to any entry in the table, E.23, 

which you regard as having any similarity to the trans- 
actions on the 18th when sales to the nominal value of 
£1,412,000 took place? — If you will look at the trans- 
actions in January, 1956, you will find that there are 
two large sales on that day at a time when gilt-edged 
prices were very much higher, and therefore 

6711. Which date are you thinking of? — I am. thinking 
of the 4th January, 1956. 

6712. Sales of £750,000?— Yes. 

6713. I am talking about sales of twice that amount, 
£1,412,000? — I cannot recall any sale of gilt-edged in a 
single day which amounted to so high a nominal figure. 

6714. Quite unprecedented, was it not, as shown by 
this table? — In amount, but not in character. 

6715. Well, we will find out a little later what you mean 
by “not in character”, but certainly in amount? — In 
amount. 

6716. Quite double any previous sales, of gilt-edged on a 
day, those sales, leaving out of account where sales have 
been counterbalanced by some purchases? — Certainly. 

6717. Is it right to say that you, as investment secretary, 
would have no right to sell any gilt-edged unless, you had 
secured the approval of the Committee of Treasury? — 
Excepting only in small amounts, that is entirely true. 

6718. Nothing of this kind? — No. 

6719. The wording of the resolution — which you, I 
gather, drafted, did you not? — I did. 

6720. The recommendation was dealing only with 
sales from the principal R.E.A. funds? — Yes. 

6721. So as to provide fully £500,000 after allowing for 
large pending departmental settlements and the interim 
dividend? — Yes. 

6722. The interim dividend was £270,000, was it not? — 
It was. 

6723. What total sum had you in mind as c.oming under 
the heading of large pending departmental settlements? — 
Some £300,000. 

6724. I will come to that in a moment. You told the 
Committee of Treasury about the liability for the interim 
dividend, did you not? — I did. 

6725. Was that due on the 6th November? — It was due 
on the 6th November, certainly. 

6726. Did you know that the accountant, Mr. Tyrrell, 
had regarded the Treasury bills and the Leeds Corpora- 
tion loan as available for that purpose? — I did not. 

6727. Had you asked him about that interim dividend? 
— I had not. 

6728. He is the accountant of the Corporation, is he 
not? — Y es. 

6729. It would be primarily his duty, would it not, to 
see that there were sufficient funds in hand to deal with 
obligations of that character? — It would. 

6730. You never asked him about it? — Not on that day. 

6731. Or on the 16th? — Nor on the 16th. 

6732. Nor on the 17th?— No. 

6733. We get this, do we, that you are telling the Com- 
mittee of Treasury that really cash must be raised to 
meet that liability for the dividend in November, without 
having first discussed that problem with the Accountant? 
— I was. 

6734. Did you tell them that the fire and accident dis- 
bursements in respect of losses and treaties which had 
been notified were fully £300,000? — I did. 

6735. The previous day, or that day, had you had a 
discussion with the Accountant about his budget? — I had 
no discussion with the Accountant about his budget other 
than that which took place at about 11.30 on the Wed- 
nesday, because prior to that we would not have had the 
full figures with which to have had a discussion. 

6736. You had that discussion at about 11.30 on the 
Wednesday. As a result of that discussion were you able 
to see the overall financial position of the Corporation in 
full perspective? — As far as it was necessary for me, as 
the manager of the assets, and not the manager of the 



11th December 1957 

liabilities, so to dispose our assets that the Corporation 
would not be vulnerable. 

6737. I am putting to you what is in your statement. 
After that discussion with the Accountant were you able 
to see the overall financial position in full perspective? — 
As full as was consistent with my duties. 

6738. The accountant, of course, would be concerned 
with the amount which had to be paid out in departmental 
settlements, would he not? — He would. 

6739. Did you ask him what he regarded as payable for 
that?— I did not. 

6740. You were here, were you, when he gave his 
evidence yesterday? — I was. 

6741. When he gave the figure of £200,000? — I was. 

6742. Plus £40,000 for life policies? — Yes. 

6743. Did you or did he mention, at this meeting which 
enabled you to take a full perspective view, any liabilities 
on claims? — He did not. 

6744. Where did you get the figure of £300,000 from? — 
1 obtained that from the Cashier on the Monday, and I 
had a discussion with him about our money situation. 
He then told me that there was no possibility of my using 
available cash to buy Treasury bills because he had been 
notified by the Underwriting Department of a total of 
some £300,000 of disbursements which he had got to make 
in the near future. 

6745. The Cashier works under the Accountant, does 
he not? — He does. 

6746. And there was no reference to the amount of 
these claims with the Accountant? — There was not. 

6747. You never mentioned to him : “ Mr. Bovey tells 
me we have £300,000 to' meet in claims”? — I would not 
have occasion to do that. 

6748. The Accountant, who is responsible, says the 
figure was only £200,000? — I am confident the Accountant 
was right on the Wednesday. I am equally confident that 
the Cashier was right in the information he gave on the 
Monday. 

6749. If you were wanting to get the full up to date 
perspective, why did you not cross-check with the 
Accountant, whom you saw on the Wednesday? — Because 
it is not my duty to question the Accountant’s opinion 
after he has made a full examination of the position. 

6750. You referred also at that meeting to the potential 
liability for Vickers, did you not? — I did. 

6751. Of £400,000?— I did. 

6752. Thinking, as you have said, that the loan stock 
would be fully subscribed, that meant that you would 
have to take up almost all, if not all, the shares under- 
written? — I was fearful of that situation arising. 

6753. And fearful of that situation arising, although 
you had no reason to suppose Bank rate might be 
increased? — Bank rate had no part in my consideration 
at that time. I considered that there was going to be a 
first rate currency crisis. On top of that, the equity 
market was in such a condition, in my opinion, that with 
tire fall that had occurred in Vickers’ shares in the threq 
weeks that I had been on holiday, the issue price had 
moved so closely that it was very likely indeed that 
underwriters would get their full stint in respect of their 
underwriting. 

6754. In fact, after the Bank rate rise the underwriters 
were left with 94£ per cent.? — That is true. 

6755. And in fact the first payment that had to be 
made by the Royal Exchange in respect of those shares 
was on the 14th October, was it not? — Yes. 

6756. Of £101.250? — Of the Royal Exchange alone, 
yes. 

6757. We are dealing only with the Royal Exchange 
alone, are we not, because you are asking for authority 
to sell from the principal Royal Exchange Association 
funds? — In talking to this Committee, which is the parent 
of a large body of companies, I often talk — and did on 
that occasion — about our group liabilities, because in the 
event of difficulties all the other members of the family 
must properly look to the parent company. 

6758. We will go into that in a moment. I want first 
of all to get the liability of the Royal Exchange. I think 
on the 14th October you paid £101,250 on the shares? 
— We did. 

6759. And on the 10th January, 1958, have you got 
to pay another £121,500? — If the shares are not sold 
that would have to be paid. 

6760. Meaning that you would have a total liability 
on the shares, with 94| per cent, left with the underwriters, 
of £222,750? — Of the Royal Exchange only, yes. 

6761. There was no immediate urgency for cash to meet 
those liabilities, was there? — No. 
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6762. If you did suggest it, it would not have been 
quite accurate to suggest, would it, that there was any 
question of the £400,000 being met originally out of the 
Royal Exchange Association’s principal funds? — Not if 
it required cash payment, but it is a canon of insurance 
that you shall not put the same money to a double risk, 
and to have the shares in your hands with calls payable, 
and yet to have securities which may fluctuate in value 
prior to their being sold in order to pay the call, is unwise. 
It represents an accumulation of risk. 

6763. That is your view? — That is my view. 

6764. Before this meeting with the Committee of 
Treasury you had discussed the whole of this question 
with Mr. Roberts?— I had. 

6765. And you had, putting it quite shortly, made 
known to him your view that because of the financial 
position the Corporation should become as liquid as 
possible? — I had. 

6766. And after you had dealt with those matters before 
the Committee of Treasury, did Mr. Roberts come in 
with his reference to the Manchester store fire? — He did. 

6767. That was rather helpful to you, was it not? — It 
was quite unexpected. 

6768. Do you see the morning reports of the Royal 
Exchange Assurance? — I do not. 

6769. Never? — No. 

6770. Did it occur to you that it was unlikely that the 
Royal Exchange Assurance should be carrying the whole 
of that risk? — I did not allow it to concern me. The 
matter had been brought up by someone who was com- 
petent to add it as a material fact. 

6771. I am not asking whether you allowed it to concern 
you, but I am asking you whether the thought flashed 
through your mind, the possibility that the Royal Exchange 
might have underwritten some of that risk? — No, it did 
not. 

6772. That they might have reinsured some of that 
risk. It never occurred to you. How long have you 
been with the Royal Exchange Assurance do you say? 
— Thirty years. 

6773. Is reinsurance fairly regular? — I believe so. 

6774. Fairly frequent? — Yes. 

6775. And the normal event, I suppose, and known 
to be the normal event by you, and presumably by the 
Court of Directors? — I imagine so, yes. 

6776. What do you say? — Yes, certainly. 

6777. Did any one of this Committee of Treasury say : 
“ But what are we in for? ”, or words to that effect?— 
They did not. 

6778. Nothing was said in questioning that figure, but 
it came in as support of your case? — It did. 

6779. And was a very welcome support? — Welcome 
only in that it added something to my arguments. I do 
not welcome losses, of course. 

6780. Welcome on that occasion because it added to 
your case? — Yes. 

6781. Directly after that did you put forward your 
suggestion as to what amount should be sold?— I did. 

6782. And wias that agreed wltlhouit any discussion? — It 
was. 

6783. We now know, and perhaps you would agree, that 
you were putting before the Committee of Treasury a 
very different picture from that held by the Accountant 
to be the true picture according to his evidence yester- 
day? — Upon examination I think it will be found that 
my picture was very similar, although looked at in a 
slightly different way from the Accountant. It was quite 
similar when it came to the final result. 

6784. You put the claims up. I am not criticising you ; 
I am wanting to contrast the position. Your figure for 
claims to be met was £100,000 more than his?— It was, 
but I was not presenting his picture. I was painting more 
background only to my own desire to be put in a position 
in a crisis where the 'Royal Exchange could not be 
vulnerable. 

6785. It is one thing to say to the Committee of 
Treasury : “ We are short of cash. We have got heavy 
liabilities to meet, and we must realise some securities to 
meet those liabilities ”? — Yes. 

6786. That is really what you were saying to the Com- 
mittee, were you not? — I was saying more than that. 

6787. What you are also saying, if I understand you 
correctly — correct me if I do not — is that you were very 
worried about the 'liquid position of the company? — I was. 

6788. And that what you were really concerned about 
was to make the position of the Corporation liquid in 
this time of crisis that you foresaw? — Certainly. 

6789. You did not indicate that to the Committee of 
Treasury, did you? — I did. 

6790. As well?— Certainly 
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6791. But that was not the main part of your case, was 
it? — It certainly was. 

6792. Did you discuss in any detail the crisis as you saw 
it? — I said baldly that in my opinion the country was in 
for a first class financial crisis, or currency crisis, and 
that I was concerned about the liquid .position of the 
Corporation as revealed to me by the Accountant. 

6793. I want to get from you if I can how long the 
whole of this discussion about the question of selling this 
large sum of gilt-edged took at this Committee of 
Treasury? — Certainly not more than six minutes. 

6794. Which was your main thesis, the need for liquidity 
because of the financial position of the country, or the 
need for cash to meet these liabilities to which you had 
referred? — As the manager of the Corporation's assets and 
responsible for their disposition, as between liquidity and 
illiquidity my recommendation was that because of the 
approaching crisis (and, I felt, a deep crisis) that liquidity 
should be put right at all costs. In addition to that, I 
had to fill in a little bit of background in providing a 
picture of the Accountant’s requirements for at least 
£500,000 to £600,000, so that he might be able to settle 
our commercial debts. 

6795. So that I am right, am I not, in putting it in this 
way: under the heading of Gilt-edged your main argu- 
ment for selling was because of the need for liquidity of 
the Royal Exchange? — It was. 

6796. And you supported that main argument by a 
subsidiary argument based on an estimation, of outgoings? 
—I did. 

6797. Is that right? — Not on an estimate of outgoings, 
but on a figure that I had been given by the Accountant. 

6798. I was not trying to pin you to the phrase. That 
was the second argument, the second string to your bow? 
— I must make it plain that I do not estimate our com- 
mercial outgoings. I am the manager of the assets, and 
k is the business of the Accountant to put me into his 
picture so that I may not get the Corporation into an 
over-invested position. 

6799. And, I suppose, quite apart from it being the 
business of the Accountant to put you into his picture, 
it was your business to make enquiries of the Accountant 
so as to get the true picture? — Not detailed enquiries. 

6800. It may not now matter very much in view of 
what you said, but would you agree that the picture you 
presented to your Committee differed in some respects 
from the picture he had, about which he told us yesterday? 
— 'Yes. 

6801. Did you mention to the Committee that there 
was £150,000 of Tanker Loan instalments to be found? — 
I did. 

6802. Did you tell the Committee that that had to be 
found immediately? — I did — or rather, early. 

6803. The Tanker Loan instalments to the Royal 
Exchange were only £102,000, were they not? — That is 
true. 

6804. When were they paid? — They were paid on the 
30th September and the 1st October. 

6805. Did you say that £300,000 departmental settle- 
ments had ito be settled immediately? — I did not. I 
filled that in as a piece of background, that these were 
pending, and I had every reason for supposing they were 
pending. 

6806. Did you write a letter at the request of Lord 
Kindersley and sign it, to be sent to the Governor of the 
Bank of England? — I did. 

6807. It is attached to Document 11. 'Did you say this 
in the document just above your signature: “The total 
commitments which I mentioned to the Committee were 
£150,000 Tanker Loan instalments, timing immediate, 
£300,000 departmental settlements, timing immediate.” 
Have you a copy? — I have a copy of the document now. 

6808. There you said that the £300,000 departmental 
settlement was immediate? — Yes. 

6809. Your answer a few minutes ago was that you 
had not said it wias immediate. That was a slip, was it? 
— 'It all depends on the interpretation of immediate. 

6810. They are your words? — If by immediate you mean 
they have got to be paid that day, then that is wrong. 
In my view, “ immediate ” in that context is “ within the 
nexit few days”. 

6811. I asked you a few moments ago whether you had 
said that the £300,000 departmental settlement you re- 
garded as an immediate commitment, and your answer, I 
think I am right in saying, was “ No ”? — I did regard it 
as immediate in the sense that immediate meant it had 
to be provided for very quickly. 

6812. You had only just come back from your holidays 
on the 16th September, had you not? — I had. 

G2 
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6813. And, as you have said, your views were influenced 
by what you had read in the Press? — Yes. 

6814. And you had come back from holiday in a very 
depressed frame of mind, I gather? — I had, but as a 
preliminary to my holiday at my last meeting with our 
Treasury Committee, when formal business had been 
completed, Lord Kindersley, who had just then returned 
after six weeks in North America, gave his views of North 
America, and also said that he was very gloomy about 
the situation in Europe, and especially in the United 
Kingdom. 

6815. We shall no doubt hear about that from Lord 

Kindersley? — 'But it was important 

6816. What I am trying to get from you is that on 
your return from holiday you came back very depressed, 
thinking the situation was very serious, and something 
was bound to happen, putting it shortly? — Yes. 

6817. You also went on to say that you talked to 
stockbrokers and generally made enquiries? — Yes. 

6818. I want to put this to you. You have referred 
to a discussion with Lord Kindersley before you went 
on holiday. You are the Investment Manager of the 
Royal Exchange. Lord Kindersley is the Governor of 
the Royal Exchange. Would not the natural thing be 
for you to ton to him to discuss these matters? — It 
would. 

6819. You knew what his views were in August, did 
you not? — I did. 

6820. Before reaching a decision yourself, would you 
not have liked to have known whether his views had 
changed and, if so, which way, and to what extent? — I 
had intended to take that opportunity. 

6821. I rather gather that it was your practice, if you 
could — correct me if I am wrong ; I am taking it shortly, 
and not seeking to be critical, but trying to find out what 
happened — before you saw an item like Gilt-edged on the 
agenda, to have a word with him beforehand to see what 
his views were? — That is true. 

6822. He might have said : “ Do not raise that today,” 
in which case you would not put it on the agenda, or 
he might say: “Put that on with a recommendation to 
sell so much”? — He might have done. 

6823. That is the sort of thing that happened — I am not 
talking about this occasion at all? — Yes. 

6824. Coming back again to the 16th September, did 
you make any attempt on that day to find out, at first- 
hand or at second-hand, what Lord Kindersley’s views 
were? — I did not. 

6825. What do you say? — I did not. 

6826. You would have been very interested to know 
what they were, would you not? — I would, yes. 

6827. You have said that you knew that he had been 
in the building on the 16th? — I only learnt that he had 
been in the building afterwards. 

6828. You learnt that from Mr. Roberts, did you not? — 
I did. 

6829. Mr. Roberts had been at the meeting? — Yes. 

6830. And after that meeting you had a discussion with 
Mr. Roberts? — I did. 

6831. About the general financial situation. In the 
course of that discussion did you ask Mr. Roberts whether 
perchance Lord Kindersley had given him at the meeting 
of the Committee of Management any indication of his 
views? — I did not. 

6832. Did Mr. Roberts gave you any hint or indication 
that Lord Kindersley had expressed some views and what 
they were? — I believe Mr. Roberts told me that Lord 
Kindersley had left the meeting early, and I expressed 
disappointment that I had not been invited to attend that 
meeting — 'because I only attend if invited ; I am not a 
member of the Committee or one who is normally present. 

6833. So on the 17th (according to your statement) 
you say you mentioned your misgivings to Mr. Roberts, 
and that it involved contemplation of a substantial sale 
of gilt-edged? — I did. 

6834. Did he express dissent from that? — He did not. 

6835. Did he say, for instance, “ Oh, I do not think that 
would be very wise. Is it really necessary ”? — Generally 
speaking, what he said to me was: “Well, that is your 
affair ; you must fight your own battle with the Treasury 
Committee ”. 

6836. Did he give you any indication as to how he 
thought that battle would go? — He did not. 

6837. He did not say to you : “ Well, I have just seen 
Lord Kindersley. It is obvious that he takes a gloomy 
view of the position ” or anything like that? — I very much 
doubt whether he could have said that that day, because 
I am not sure that he saw Lord Kindersley on the Tuesday. 



6838. It was on the Monday that he had seen Lord 
Kindersley. Did he say anything referring to the Monday : 
“ Well, I saw Lord Kindersley on Monday and he took a 
very gloomy view of the situation ”? — He did not. 

6839. Did he do anything to give you an indication that 
your proposal would meet with a fair wind when you got 
before the Committee of Treasury?— He would have 
expected that any serious proposal of that sort — and it 
should be borne in mind that I am the manager — would 
be accepted with sympathy and probably in totality by the 
Committee, but in this particular matter on that day, apart 
from saying I had got to fight my own battles, it was 
obvious that he shared my own gloomy view about the 
amount of success attending H.M. Government’s efforts. 

6840. We can take it, can we— this is what I want to 
arrive at — this scheme and proposal to increase the 
liquidity by this substantial amount, was really your own 
scheme and no one else’s? — No one else’s. 

6841. And a scheme which you put forward to the Com- 
mittee of Treasury without any indication of how that 
Committee would receive it? — I was quite confident that 
the sort of statement that I was likely to make, would be 
quite unlikely to be refused by the Committee. 

6842. On other occasions you would, as you have said, 
consult with the Chairman in advance. 

6843. Then 1 suppose the object of tlhait consultation is 
to find out what his reactions are to your proposals? — In 
this instance, it would have been to see whether he would 
have been ready to accept a very much bagger sale than 
that which I made. 

6844. But in all cases, it is to try to find out, in advance, 
quite naturally — no criticism — what are the chairman’s 
reactions to your proposals? — Of course. 

6845. I must put this to you again, because I do not 
think you quite answered it: when you made that pro- 
posal to the Committee, whatever may have been your 
hopes and however you may have regarded your chances, 
you had had no indication from the Chairman or from 
anyone else as to the view the Chairman and other 
members of the Court might take of your proposal? — 
I had not. 

6846. After the meeting you spoke again to M r. Roberts, 
did you not? — I did. 

6847. That was on the way to lunch. Did you thank 
him for his support which had been so welcome? — I did 
not. There was no occasion to do so. 

6848. But you discussed with him the question of sales 
from these autonomous funds, one of which was the 
British Equitable Assurance? — I did. 

6849. I think you said in your statement, if I may 
remind you of it, that you discussed whether the Royal 
Exchange decision, regarding the sales of gilt-edged, ought 
to be extended to two of the smaller autonomous funds 
which would be likely to borrow from the parent Company 
to meet their future commitments, if no selling were to 
be done? — That is what I said. 

6850. Did he agree in principle to moderate sales being 
made? — He did. 

6851. On that, did you secure that sales were made from 
the gilt-edged held by the British Equitable Assurance 
Company of £103,000? — I did. 

6852. Was there any question of the British Equitable 
Assurance Company ever being likely .to borrow from the 
parent Company to meet their own future commitments? 
— Some three days after that was done, it was plain to 
me that I was wrong. 

6853. Wrong in thinking that they would? — That they 
would be indebted. 

6854. Had you taken any steps to find out before you 
made this statement to Mr. Roberts? — It was based upon 
a very brief discussion indeed with the Accountant, which 
came at the tail end of his disclosure of the Royal 
Exchange position, on the position of the Pension Fund 
and the British Equitable and he summed it up by saying : 
“ You are over-invested on the Pension Fund and there is 
a little money to invest on the Life Fund My comment 
to him, which I do not think he adequately answered, if 
he answered at all, was : “ One just about balances the 
other, I suppose” and that gave me the impression that 
there was an overall possibility that both funds might 
become indebted to the Royal Exchange. But three days 
after I had said.it, and acted upon it, I knew I was wrong. 

6855. You made this statement, surely, a gbod deal later 
than three days after the sale, did you not? — I did, but 
I was reflecting what I had said on it. 

6856. You did not go on in your statement to say: 
“ Three days later I found I was wrong ”? — I did not. 

6857. In fact, the position of the British Equitable was, 
was it not, that it had sufficient liquid resources to meet its 
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commitments without the sale of £103,400? — On later 
examination that became plain to me. 

6858. And there were no immediate cash commitments 
of that Company of any significance at that time, were 
there? — No, excepting only an allocation to it at the 
Treasury Committee of a fairly substantial commitment in 
respect of both .the Vickers Loan Stock and the Vickers 
Ordinary Shares. 

6859. Was the maximum on that £80,000? Just check it 
if you would like to? — In round figures £80,000. 

6860. Did the Company hold £36,000 an cash and 
£85,000 in the street — that is on call, is it not? — It is. 

1 was not aware of the details of that at the time. 

6861. But you raised this matter of the Vickers under- 
writing. They had ample cash to meet that, had they 
not? — But you will recall that I said I was not aware of 
their full cash position. 

6862. I know, but you were asking Mr. Roberts whether 
the Royal Exchange decision, regarding the sales of gilt- 
edged, ought to be extended to two of the smaller 
autonomous funds which would be likely to borrow from 
the parent Company to meet their own future commit- 
ments, if no selling were .to be done? — That is true. 

6863. And that statement, so far as it applied to the 
British Equitable, was made wrongly? — It was made 
wrongly ; I acknowledge it freely. 

6864. And without full knowledge by you of the 
position, is that right? — It is. 

6865. Was not the main motive in your mind at this 
time, not t'he question of borrowing from the parent 
Company or anything else like that, but to try and secure 
throughout the Group increased liquidity? — It was. 

6866. But you did not say to Mr. Roberts: “Now we 
are going to increase the liquidity of the main Corpora- 
tion, ought not we to increase the liquidity of the 
autonomous bodies”. You did not say that to him? — I 
said it in effect by saying “ Should these funds follow the 
lead of the parent Company ” which was the usual course 
of events in the management of the Group’s affairs. 

6867. Would you agree now that is not really readily 
perceptible to anyone who reads your statement which 
you made for the Tribunal?— -That may be true. 

6868. May I ask you two other matters. Were there 
any purchases of any size by the Royal Exchange 
Assurance of gilt-edged after the rise of the Bank rate? — 
There had not been. I have done my best to maintain 
liquidity, because I still hold the view that the country 
has a crisis on its hands. 

6869. When you decided to recommend to the Com- 
mittee of Treasury these sales, did you know what Lazards 
were doing? — I had no knowledge whatsoever. 

Cross-examined by 

6880. I want to ask a few questions on behalf of Lord 
Kindersley. You told my Lord and his colleagues that 
there was a meeting of the Committee of Treasury at the 
end of August of 1957 ; is that right?— That is true. 

6881. Was that on the 28th August? — I remember quite 
clearly I broke my holidays so as to meet Lord Kindersley 
on that day, because he had been away for six weeks. 

6882. He had just come back from Canada, is that 
right? — Yes. 

6883. I think you have already told the Tribunal that 
at that meeting, Lord Kindersley expressed some views 
about t'he national monetary situation ; is that right? — 
He did. 

6884. Did he express the view at that meeting that the 
Royal Exchange should keep as liquid as possible? — May 
I tell you .in some detail what happened. Our formal 
business being over, the Governor turned to his colleagues 
and said: “ You may like to hear my views. I have had 
a most interesting time in tihe States and Canada ". He 
expressed his views on both of those countries and then 
said : “ I have got a most depressing view of the European, 
particularly the United Kingdom, scene” and summed it 
up eventually by saying: “My counsel to you all is to 
remain as liquid as possible as an investment recom- 
mendation ”. 

6885. That was the 28th August. I gather you went 
back on your holiday after the meeting, is that right? — 
Yes 

6886. And then returned to work on the 16th 
September? — Yes. 

6887. In your view, had the national situation improved 
during the interval between the 28th August and the 
18th September, which is the date of the next meeting 
of the Treasury Committee?— I considered there had been 
a very grave decline in our affairs. 

6888. You have told the Tribunal that you had no 
ddsoussdon with Lord Kindersley about the gilt-edged 



6870. Do you know anyone in Lazards? — I know 
several of the partners of Lazards, because they call upon 
me for advice. I do not seek advice from Lazards. 

6871. When they call upon you for advice, no doubt 
you discuss the situation generally with them? — I do. 

6872. What I want to ask you is this: of course you 
knew Lord Kindersley was Chairman of Lazards. You 
have said that you had discussions with stockbrokers and 
others generally as to the situation. Did you have a 
discussion with anyone at Lazards? — I did not. 

6873. Whether they came to see you, or you went to 

see them or you spoke on the telephone? — There was no 
communication of any sort between myself 

6874. So it is right to say, is it not, that when you 
sought and obtained authority to sell this gilt-edged, you 
had no idea that Lazards, on the 17th, had sold a sub- 
stantial quantity of gilt-edged and were selling more on 
the 18th? — No idea whatsoever. 

6875. It is pure coincidence that both Lazards and the 
Royal Exchange were engaged oil the 17th and 18th in 
the same kind of operations? — As far as I am concerned, 
it was purely coincidental. 

6876. I want to come back to this because checking is 
being made. The first question I asked you was about 
the sale of gilt-edged by the Royal Exchange Assurance. 
Am I right in thinking you worked it out that the figures 
you gave me were proceeds, not nominal value? — No, the 
figures 1 gave you add up to the total of nominal value 
of £1,412,000. To the nearest thousand, the figures for 
the Royal Exchange, including that Eastern liquidation, 
are £1,162,000, British Equitable £135,000 and the Pension 
Fund £115,000. 

6877. I do not know whether it matters very much, 
but I gather there is some difficulty in reconciling those 
figures with the other calculations that others have made. 
Did you buy any gilt-edged on the 18th? — No, no gilt- 
edged at all. 

6878. What?— .1 bought no gilt-edged on the 18th. 

6879. I have particulars here— they may be wrong— 
perhaps you can check on this — that on the 18th there 
were bought for the Royal Exchange £20,800 nominal 
4 per cent. Victory Bonds through the brokers, Paul E. 
Sohweder & Co. at 95 ,' r . ?— The explanation for that — I 
only obtained any knowledge of the transaction after- 
wards — was that our Trustee Department, on that day, 
completely without my knowledge, because ] never had 
knowledge of their transactions, and properly so, sold up 
a number of equities and invested the money at the same 
time in those Victory Bonds. 



Mr. MacKenna 

item in the agenda before the meeting? — I had no oppor- 
tunity of discussing it with him at all. 

6889. I think you have also told the Tribunal, that 
sometimes you put an entry of that kind into the Agenda 
just as one word “ gilt-edged ” and sometimes you put 
in an entry containing a specific recommendation? — I do. 

6890. On this occasion the entry was the single word, is 

that right?— “ Gilt-edged.” „ „ 

6891. If you had had an opportunity of discussing with 
Lord Kindersley before the meeting the recommendation 
which you made at the meeting, do you think it likely 
that you would have entered on the Agenda, before the 
meeting, the recommendation which you had discussed 
with Lord Kindersley?— I think it might well have been 
that I would have been in a position to make a stronger 
and larger recommendation. 

6892. But I was simply on the point of the form of 
the Agenda: there was no recommendation contained in 
the Agenda but the single word “ gilt-edged ”. Does that 
help to confirm your recollection that you did not discuss 
that with Lord Kindersley before the meeting? — I had 
no discussion on that subject at all. 

6893. You have also told the Tribunal that at the 
meeting you expressed the view to the Committee that 
the Vickers loan stock would be fully subscribed? — I did. 

6894. Did you hold that view? — I held that view for a 
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loan stock fully subscribed, or was it left in the hands of 
the underwriters? — It was a major casualty. 

6896. Was the percentage which was not taken up of 
the loan stock 83-4? — I do not recall exactly, but that 
is so close that I am sure it is correct. 

6897. If you had known that the Bank rate was going 
to be raised on the 19th September, would you have held 
the view that the Vickers loan stpek would be fully sub- 
scribed ?~I certainly would not. 

Q 3 
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6898. You have told the Tribunal that you are the 
Investment Secretary of the Royal Exchange? — I have. 

6899. That is, of course, a senior official position in the 
organisation, but is it right that you are junior to Mr. 
Roberts? — Certainly. 

6900. Mr. Roberts is. really the number two official of 
the Royal Exchange? — Yes. 

6901. And I suppose you are, without going too nicely 
into details of protocol, about on a level, as a head of 
department, with Mr. Tyrrell? — Approximately. 

6902. I will not ask precise details of the word “ approxi- 
mately ”. If you are given information by Mr. Tyrrell 
about the overall cash position of the Royal Exchange, 
is it any part of your duty to query or question him? — 
No, none. 

6903. Lord Kindersley, of course, we know is the 
Governor of the Royal Exchange and, of course, there 
have been Governors of the Royal Exchange since the 
eighteenth century, have there not?— That is true. 

6904. Suppose that you very much indeed wanted to see 
Lord Kindersley on the morning of the 18th September 
of this year, could you, merely by forming a desire to 
see him, have secured attendance of Lord Kindersley at 
a meeting with yourself? — I sit in my room and await an 
instruction to attend before him. 

6905. Of course, you were in the Royal Exchange that 
morning, and no doubt in your room? — I was. 

6906. And waiting and hoping for a summons which 
would enable you perhaps to see the Governor? — Yes. 

6907. Did the summons come? — Not until too late. 

6908. I just want to get the circumstances. First of all, 
when did the summons come? — The summons came some 
four to three minutes before half past twelve. 

6909. Your Treasury Committee Meeting was at a 
quarter to one? — It was. 

6910. When it came, through whom did it come? — 
Using the internal telephone, Mr. Roberts rang me and 
said that the Governor was ready to see me. 

6911. Upon the receipt of that telephone message, you 
made your way to Mr. Roberts’ room? — I did. 

6912. Was the Governor there? — He was. 

6913. You, of course, hoping to discuss the affairs of 
the Royal Exchange, which would be the subject of the 
Treasury Committee Meeting in about fifteen minutes 
time?— Certainly. 

6914. Did you get any opportunity of discussing the 
affairs of the Royal Exchange? — I was afforded no oppor- 
tunity at all. 

6915. Was the Burnham yacht racing of any interest to 
you that morning?— It was of interest to me in the sense 
that I had had a remarkably successful week, and it was 
nice to notice that the Governor had become aware of it. 

6916. It was. quite a tactful move of the Governor’s to 
ask you about Burnham yacht racing ; that had been your 
holiday? — Yes. 

6917. But of course you did not wish to waste time 
talking about Burnham during those few minutes that 
you were being accorded with the Governor?— I certainly 
did not want to. 

6918. But you found you had to? — Yes. 

6919. Who was the initiator of the conversation about 
the Burnham yacht racing? — The Governor. 

6920. Did. the Governor, in that conversation, initiate 
any conversation with you about the financial affairs of 
the Royal Exchange? — None whatsoever. 

6921. Did you attempt to initiate some such discussion? 
— I did. 

6922. What about?— At the end of my short talk about 
my adventures and successes at Burnham, I said to the 
Governor : “ The affairs of a certain yacht club will come 
up, but I would like you to understand that I am not a 
member of that club”. 

6923. There was a danger of a leak in the Royal 
Thames Yacht Club, was there! Did you initiate any 
discussion about the Vickers underwriting?— I started to 
say I was concerned about Vickers, I was interrupted and 
had no opportunity of finishing what I wanted to say. 

6924. Who interrupted you? — The Governor. 

6925. He would not discuss it, is that it? — That is true. 

6926. And he found an excuse to go into his meeting 
at 12.30, which you were not attending? — Yes. 

6927. Between the 28th August when you had this 
discussion with the Governor about the general situation, 
on his return from North America, and the Treasury 
Committee Meeting on the 18th September, did you have 
any discussion, consultation or communication with Lord 
Kindersley, other than the short conversation you have 
just described to the Tribunal? — None whatsoever. 



6928. I want to ask you a few questions about the 
record of larger transactions in gilt-edged which you have 
extracted for the information of the Tribunal : it ’S 
document E.23. The Attorney-General has applied an 
epithet “ unprecedented ” and another one “ quite unique ” 
to this sale transaction of the 18th September, 1957, but 
I think you agreed with him that it was larger than any 
other transaction, a.t any rate, of which you have recol- 
lection? — Yes. 

6929. lit was, of course, as you explained to the 
Attorney-General, a transaction in order to improve the 
liquid position of the Royal Exchange? — Yes. 

6930. Have you, as the manager of the Royal Exchange’s 
assets, on occasions before the 18th September taken steps 
by the sale of securities to improve the liquid position 
of the Royal Exchange? — One such occasion would have 
been January, 1956. 

6931. That was a gilt-edged occasion? — That was. 

6932. But have you, of course, on other occasions — 
we perhaps need noit go into details — sold equities for 
the same purpose? — I have been fighting for liquidity 
throughout the spring and summer. 

6933. Of 1957?— Of 1957. 

6934. During Uhe spring and summer of 1957 were you 
selling equities in order to maintain liquidity? — In very 
great volume indeed. 

6935. Perhaps you should tell the Tribunal why equities 
at that stage and gilt-edged in September? — We had to 
sell something at that time, but the Comnniittcc of Lloyds 
chose to give advice at that time to their own members, 
which was interpreted by the whole nation as being good 
investment advice, and one found throughout the summer 
■that equities went to extraordinarily high prices and gilt- 
edged were depressed by the selling of members of Lloyds 
and all those who were following their suit. Because 
of that my selling to protect our liquidity resulted in 
my selling a good deal more than £1 million worth of 
equities at these very high prices. 

6936. Then in September you sold gilt-edged to main- 
tain liquidity? — Yes. 

6937. Why the change to gilt-edged? — Because the 
equity market had dried uip, prices had fallen and there 
was no opportunity of selling equities in the sort of 
volume which would have produced the amounts of 
money which I had in mind. 

6938. Or at the sort of price you had been able to get 
earlier in the spring and summer of the year? — Yes. 

6939. Looking at E.23 and looking at the other gilt- 
edged transaction dealing with liquidity, is that a trans- 
action of the 4th January, 1956. Have you that? — Yes. 

6940. It is recorded there that there was a sale with no 
counter-balancing purchase of some £750,000 worth, 
nominal value, of gilt-edged? — Yes. 

6941. What was the purpose of that sale? — Solely to 
increase liquidity. 

6942. Is it right that one can see in the Agenda of the 
Treasury Committee's meeting of the 4th January, 1956, 
the item : “ Consider whether some increase in cash 
resources should be obtained ”, which was in type? — Yes. 

6943. And then in manuscript the suggestion of raising 
up to £500,000 worth cash on the R.E.A. funds by selling 
undated gilts? — Yes. 

6944. Again the figure there, of course, is £500,000, 
which was realised approximately by the sale of those 
gilt-edged in January, 1956. The sale of gilt-edged on 
the 18th September of this year realised some £849,000? 
— Yes. 

6945. So, of course, the transaction of September, 1957, 
was some £300,000 odd greater in size than the transac- 
tion in January, 1956, but was there any difference in 
character between the two operations? — There was not in 
character, no. 

6946. Each to obtain liquidity? — Yes. 

6947. Turning over to the last page of document E.23, 
you have extracted for the information of the Tribunal 
the major gilt-edged transactions effected by the Royal 
Exchange since the 18 th September, 1957? — Yes. 

6948. Is it right that they are all of them transactions 
which can be fairly accurately described as switch trans- 
actions? — Entirely so. 

6949. You have told us that it was to obtain liquidity 
that you recommended the Royal Exchange to sell gilt- 
edged on the 18th September? — It was. 

6950. Has the Royal Exchange bought back since the 
announcement of the Bank rate increase gilt-edged or 
anything like the equivalent amount of the gilt-edged it 
had sold?— Not even £100,000 WQrth, 
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6951. Perhaps I should ask this of Mr. Roberts when £1 million-arc those large sums when viewed against the 

he follows you, but it is right, is it not, that the sums assets and the financial position and operations of the 

that we have been dealing with— £500,000, £800,000, Royal Exchange?— They are really tiny sums. 



By The Tribunal 



6952. Chairman: There are only one or two matters, 
because 1 think you have painted what seems to me a 
fairly clear picture. On the 28th August you understood 
from the Governor that he took a very depressed view 
of the European situation? — I did. 

6953. And he counselled that the Royal Exchange 
should remain as liquid as possible? — Yes. 

6954. When you came back on, I think, the 16th Sep- 
tember you say that the conditions were worse? — They 



were. 

6955. At any rate, by the 18th September you were 
firmly of the view that the company should remain as 
liquid as possible? — I was. 

6956. And it was with a view to getting Lord 
Kindersley's backing, as it were, that you 'tried 'to see 
him for a moment before the Committee of Treasury 
began? — Entirely so. 

6957. I understand that you, therefore, do not subscribe 
to the view that because Lord Kindersley is a Director 
of the Bank of England you have to be very careful 
what you ask him? You thought it was a natural 
thing to consult him? — 1 did. 

6958. And he quite deliberately, so it appears from 
your reference — is this right?— interrupted you and would 
not be led into the conversation? — That is so. 

6959. So much so, that I think you said in your state- 
ment that you felt you had not been treated with the 
courtesy that he normally showed? — -That is so. 

6960. Is that putting it correctly? — Yes. 

6961. What effect did that have on your mind? — Well, 
I do not think it had any profound effect upon my mind 
until afterwards when I looked back, but I did feel that 
he had got me to talk and had not listened, and when 
in fact I got on to a subject in which there was some 
meat he interrupted me and walked out, and so 1 felt 
just a little bit angry and a little bit slighted. 

6962. Was that the only elfect it had on your mind at 
that time? — It was. 

6963. Looking back, you realise that he may have done 
that perfectly deliberately?— I am confident now that that 
was so. 

6964. Then you made your recommendation at the 
meeting. Did the Governor take any part in the discus- 
sion? — None at all. The response to what I said by all 
members of the Committee was automatic. I got no 
active support for what I was saying. 

6965. You began the matter by saying something like : 
“ In my opinion the country is going through a currency 
crisis, and I am very concerned that we should be as 
liquid as possible,” or words to that effect?— Yes. 

6966. Did anybody back you up in that suggestion?— 
I had no active support or, equally, criticism. 

6967. The Governor just looked round, and said : “ Is 
that agreed?”?— Yes. 

6968. And that is all that happened?— Yes, that was all 
that happened. 

6969. I do not want to take up a lot of time with all 
these figures on which you based your recommendation, 
because I do not altogether understand them, but I under- 
stand that they were really merely pegs, whether they 
were right or wrong, on which to hang your theory that 
as much as could be justified should be sold? — They were. 

6970. And you were not concerned really to see whether 
you were going to sell the minimum amount that was 
required to keep the company solvent from day to day? — 



6971. But rather to do what you would have thought 
was right in the circumstances? — That is so. 

6972. And to sell more, if necessary, than you required 
to sell ; is that right?— That is true. 

6973. Because in so far as you would seek to justify it 
on figures, I find it difficult, because your recommendation 
as it appears in the agenda, the £500,000, is 1 suppose the 
figure that you obtained from Mr. Tyrrell? — No.. The 
£500,000 was what I wanted as an additional cushion to 
look after those items which I regarded as potential 
liabilities, such as Vickers. 

6974. Then I still find it a little difficult. Did you pay 
no attention to the figure that Mr. Tyrrell mentioned of 
£500,000 to £600,000? — I could have substituted m the 
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agenda for “so as to cover the interim dividend and 
departmental settlements,” the words, “ so as to provide for 
the requirements of the Accountant of £500,000 to 
£600,000, and a further £500,000 as a cushion.” 

6975. At any rate, you were providing, as you have said, 
a very substantial cushion, because of the crisis the country 
was going through? — Yes. 

6976. Mr. Milner Holland: 1 think I understand, but let 
mo be quite sure: the figures that you mentioned to the 
Committee, that is to say of dividend, lire and accident 
claims, tanker loans, Vickers’ underwriting, Manchester 
fire, and so forth, added up to £1,370,000? — Yes. 

6977. And there was in your mind, which you did not 
mention, an overdraft of £230,000? — Yes. 

6978. And that I make £1,600,000? — Yes. 

6979. If, of course, you were going to choose a figure 
to cover all those, without regard to contingency at all, 
it would be £1,600,000? — Yes. 

6980. Your recommendation in fact was a margin of 
half a million over the departmental claims?— Yes. 

6981. And the sales you caused to be made fetched, 
in elfect, £850,000? —Yes. 

6982. Half a million was a general figure, or cushion, 
having regard to your view as to the necessity for liquidity? 
—Yes. 

6983. That view which you held was not held by you 
alone, 1 suppose, in the general financial world?— No, I do 
not think it was. 

6984. The learned Attorney-General asked you whether 
it was coincident that Lazards were making themselves 
liquid at this time, meaning no doubt whether it was 
coincidence as opposed to consultation with you. You say 
there was mo consultation between them und you on this 
matter, and therefore in that sense it was a coincidence. 
Do you regard it as an odd coincidence that another large 
concern which might meed money at short notice was 
making itself liquid at this time?— No, it would not have 
surprised me if many had been doing it in those few days. 

6985. You do not take the view lhait your assessment of 
(ho financial position was an odd one— you were not the 
odd man out who took this view, were you? — No, I think 
there must have been many people who were thiuking like 
me, bearing in mind the indications that we had as to 
possible Government thinking. 

6986. Mr. Veale : Mr. Tyrrell said that the only figures 
that he mentioned to you were the £120,000 deficiency and 
an overall request for some £500,000 or £600,000. You 
would agree with that, would you? — 1 would. 

.6987. I understand now that your figure of £500,000 jn 
the minute does not really relate to the £500,000 or 
£600,000 that Mr. Tyrrell had mentioned, it was just a 
round figure in your mind which you had not calculated 
really in any way at all? — That is so. 

6988. Do yoij usually go to sec Lord Kindersley before 
a Committee meeting?— If I can put it in another way, 
when Lord Kindersley comes in, as he usually does, he 
sends for me. 

■6989. So you would expect to see him before a meeting 
which he was attending, you would sit and await a sum- 
mons? — I would. 

6990. The words “ gilt-edged ” which were written in — 
when were they written, how long before the meeting? — 
Some five minutes before the meeting, when I realised that 
I was unlikely to see Lord Kindersley at all. 

6991. Immediately before you got your summons? — Yes. 

6992. You said in your statement that you wanted to 
discuss wiitlh 'him important matters affecting the items upon 
which you desired a second opinion. Were there a number 
of matters on which you desired a second opinion, or was 
there really only the one question of gilt-edged? — There 
was, in my view, only one on which I wanted a second 
opinion, and that was the amount of gilt-edged that should 
be sold. I wanted his active co-operation in putting 
forward a bigger proposal than eventually I was able to 
formulate. 

6993. But you never got as far as mentioning that? — 
I did not, no. 

6994. You did, though, mention Vickers’ underwriting? — 
I did, yes. 

G 4 
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6995. Was that a matter which you were concerned 
about?— Only because it was going to help me to paint 
the picture of my need for cash. 

6996. Mr. Milner Holland : May I just fill in, following 
on Mr. Veale’s question: it was when you asked a question 



about the Vidkers’ underwriting that Lord Kindersley, so 
to speak, interrupted you and went into the meeting? — 
It was. 

6997. You never actually got as far as saying to him 
anything about gilt-edged at all? — No. 



(The Witness withdrew ) 



Mr. Horace Robert Roberts, sworn 
Examined by The Attorney-General 



6998. Is your full name Horace Robert Roberts? — Yes. 

6999. And you live at 164. Coleheme Court. London, 
S.W.5?— Yes. 

7000. You have made a statement, 'have you, to the 
Treasury Solicitor? — Yes. 

7001. In view of what Mr. Cooper has said, I do not 
think I need take you through it in detail, but I will, of 
course, if you require it? — Just as you please. 

7002. I think we can go straight to the history of events, 
because you have given some of the outline of the pro- 
cedure which Mr. Cooper has already dealt with? — Yes. 

7003. First of all, you are the Senior Assistant General 
Manager of the Royal Exchange Assurance? — Yes. 

7004. And you have held that office since the 1st 
January, 1954 ; is that right? — Yes. 

7005. And since July, 1957, have you been deputising 
for the General Manager? — That is right. He has been 
abroad. 

7006. Until the 3rd December? — That is correct. 

7007. So at this time you were Acting General 
Manager ; is that right? — That would be so. 

7008. On the 16th September did you attend a meeting 
of the Management Committee? — I did. 

7009. Did you have any communication with Lord 
Kindersley before that meeting? — I did not. 

7010. While at that meeting was there something to do 
with the Actuary, and did you see the Actuary in advance 
of the meeting and then go to the meeting with the 
Actuary? — That is correct. 

7011. While that item was under discussion was Lord 
Kindersley called away? — Yes. 

7012. Do you know where to? — I think he said he was 
going to lunch with the Governor of the Bank of England, 
or he was going to the Bank of England. 

7013. Did you carry on and conclude the business in 
his absence? — Yes. 

7014. On the 16th did you see Mr. Cooper? — Yes. 

7015. Did you have a very general chat with him — 

I think those are your words? — I did. 

7016. The sort of conversation you would normally 
have with a colleague who had just returned from a holi- 
day? — That is how I put it. 

7017. Not what you would call a business discussion? 
—No. 

7018. Was any mention made of the Bank rate? — No. 

7019. Was any mention made of the Bank rate at the 
meeting of the Management Committee? — No. 

7020. Perhaps I had better come back to that and ask 
you about it when I have taken you through the state- 
ment. Then on the 17th September did you see Lord 
Kindersley or have any communication with him that 
day? — No, I did not see Lord Kindersley at all. 

7021. Did you have a longer conversation with Mr. 
Cooper that day? — Yes. 

7022. Did he say he was very unhappy about the 
monetary situation of the country? — He did. 

7023. Did he tell you he was looking into the position, 
but it looked to him as if it would be highly desirable for 
the Corporation to acquire more liquid resources to meet 
substantial commitments which would arise in the course 
of the next few months? — That is so. 

7024. Do you rely on Mr. Cooper’s judgment in finan- 
cial matters? — I do. 

7025. Had you any reason at all to disagree with his 
unfavourable assessment of the situation? — I had none. 

7026. I think you have no power, nor has the General 
Manager, to authorise financial transactions of that kind. 
Did you therefore tell Mt. Cooper that he should raise 
the matter at the Committee of Treasury on the following 
day? — That is correct. 

7027. Did he say he would? — He said he would do 
that. 

7028. Did you go into any further details with him? 
— Perhaps I had better look at the statement. 

7029. There you say: “I did not go into any further 
details, as I regarded it as a purely departmental 
matter”? — I did not, no, I did not go into any further 
details with Mr, Cooper. 



7030. Were your own thoughts on the matter on more 
general lines, and did you rather come — so you say — to the 
conclusion that the situation was getting out of hand, and 
that the Government either did not know what to do to 
put it right, or if they did know they thought it would be 
politically inexpedient to do it? — That, 1 am afraid, is 
what I thought. 

7031. Did you therefore feel that they would probably 
do nothing at the moment beyond exhortation? — That is 
so. 

7032. But 'might be forced at some later date to tackle 
the problem, but it would be too late to be eilective? — 
That was my view at the time. 

7033. That is on the 17th September? — Yes. 

7034. In either event, did it seem to you that the outlook 
was anything but promising? — It did indeed. 

7035. On the 18th September did you attend the meet- 
ing of the Committee of Treasury? — I did. 

7036. Before that, did the Fire and Life Committee meet 
at 12 o’clock? — Yes. 

7037. Was the Governor, Lord Kindersley, the Chair- 
man of that meeting? — Yes. 

7038. Did you see Lord Kindersley before that meeting? 
— May we get this clear? The order of these meetings is 
first the Fire and Life Committee, then the full Court, 
and then the Committee of Treasury, so that we get them 
in the right order. 

7039. Did you see Lord Kindersley before the first 
meeting, and was that at 12 o’clock? — Only for a moment, 
but he then looked in and said he would come back. 

7040. After that meeting did he come back?— He did 
come back. 

7041. Into your room? — Into my room, yes. 

7042. Was that about twenty minutes past twelve? — 
It was, yes. 

7043. Did he sign the minutes of the Committee of 
Treasury held the previous Wednesday? — He did. 

7044. And perhaps a few other documents?— Yes. 

7045. Did he ask you about the matter that had been 
discussed at the Committee of Management on Monday 
when the Actuary was present and when he had to leave? 
— Yes. 

7046. Did you tell Lord Kindersley that Mr. Cooper 
was back? — Either I told him or he asked whether he 
was back— I am not quite sure which— but we certainly 
mentioned that he was back between us. 

7047. And I think you referred to his yacht racing at 
Burnham, did you? — Yes. 

7048. Did you send for iMr. Cooper? — I did, yes. 

7049. Did he come into the room, and did Lord 
Kindersley open a conversation on the racing at Burnham? 
—He, I think, welcomed Mr. Cooper back, and said: 

“ I hear you have been doing nicely at Burnham ”, or 
something like that, and they started to talk about it. 

7050. And that was a good opening with reference to 
the Royal Thames Yacht Club, was it not? — It would 
seem so. 

7051. Did Mr. Cooper make it clear that he was not 
personally interested as a member of that club?— Yes. 

7052. After that you say the only other matter which 
there was time for Mr. Cooper to mention was the Vickers’ 
underwriting?— That is right. 

7053. Did he say then that it was not looking too 
good, or words to that effect? — Something of that kind 
— I cannot remember the exact words. 

7054. By that time had Lord Kindersley risen from 
his chair, and had you got up? — Yes. 

7055. Did Lord Kindersley say it was time to go to 
the meeting of the Court of Directors, and did that 
conclude all further conversation? — That was so. 

7056. Did Lord Kindersley make any comments, so 
far as you can recollect, on Mr. Cooper’s mention of 
Vickers? — Not as far as I can remember. 

7057. Did you and Lord Kindersley then go to the 
meeting of the Court of Directors?— Yes. 

7058. Then did you attend the meeting of the Com- 
mittee of Treasury?— Ye$, 
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7059. When you were there did you hear Mr. Cooper 
mention the various liabilities he had in mind? — Yes. 

7060. Did you think it right to mention the large fire 
at Manchester, for which he had evidently not provided? 
—I did. 

7061. And which you had picked up a few days before 
from an entry from Wednesday, llth September, 1957, in 
the morning report? — Yes. 

7062. Did you mention the sum of £250,000 as the 
gross loss of the company? — I did. 

7063. The actual figure in the morning report, you say, 
was £257,171? — That is correct. 

7064. Did the Committee of Treasury rise about I 
o’clock? — Yes. 

7065. And did you go back to your room with Mr. 
Cooper? — I did. 

7066. On your way back to your room did Mr. Cooper 
say to you that he would probably find it convenient to 
raise money on certain autonomous funds which were 
either already indebted to the Corporation or would 
shortly become indebted, if not liquid?— That is the sort 
of thing he said. 

7067. Without discussing amounts, did you agree he 
should do so? — I did. 

7068. Are those autonomous funds entirely separate 
from the principal Royal Exchange Assurance funds? — 
Yes, they are. 

7069. And are the latter funds, the Royal Exchange 
Assurance funds, under the control of the Committee of 
Treasury? — Yes. 

7070. Do the autonomous funds consist of a pension 
fund, of which you are a trustee? — Yes. 

7071. And the funds of the British Equitable Assurance 
Co., Ltd.?— Yes. 

7072. Apart from some other ones? — Yes. 

7073. Are you a Director of those companies? — I am. 

7074. And arc you empowered to give instructions 
regarding those funds? — Yes. 

7075. Is your only duty in a case like this one to satisfy 
yourself that in giving authority of this kind you were 
not acting contrary to the policy of the Corporation? — 
That would be my principle. 

7076. After this discussion with Mr. Cooper, did you 
go to lunch? — I did. 

7077. Did you have any communication with Lord 
Kindersley after leaving the Committee of Treasury? — No. 

7078. At the time did you think that Lord Kindersley 
was trying to avoid conversation? — It did not occur to me 
at the time, I must say, but it was only looking back that 
it seemed to me that that was what he was trying to do. 

7079. Now I want to ask you one or two questions. 
First of all, about the meeting on the 16th September 
when Lord Kindersley was called away from the meeting 
to attend a meeting, or to go to the Bank of England, 
when he was called away as a result of a telephone call? 
— I think so, yes. Somebody brought in a message, I 
presume it was a telephone call. 

7080. You say in your statement: “Lord Kindersley 
was called away to the Bank of England by a telephone 
oaU"? — That must be so, yes. Somebody brought in a 
message, actually. The telephone call was not in the 
room. 

7081. But it was not just a case of Lord Kindersley 
saying : “ I have got an appointment to lunch at the Bank. 
I must go there”? — No. A message came, and he went 
on, if I remember rightly, for perhaps a minute or so 
listening to what was being said, and then got up and 
said something to the effect: “I am sorry, I am afraid 
I must leave you. Will you carry on? I have to go 
and have lunch at the Bank.” 

7082. Did his departure as a result of that telephone 
call have any significance in your mind? — None whatever. 

7083. Raised no possibilities in your mind of anything 
being done about the financial situation? — It was not 
unusual for Lord Kindersley to go to the Bank, whether 
he was called away or would say: “I am going to the 
Bank ”. He never made any secret of it. 

7084. That is just what I wanted to know. This was 
quite a normal thing to happen? — Yes. 

7085. Then it was the 17th September that you had 
this discussion about the financial situation with Mr. 
Cooper? — Yes. 

7086. He was very gloomy in his outlook? — He was. 

7087. So were you? — I was too. 

7088. I mean, you made it quite clear that at that time 
you had no confidence in the Government at all? — On 
the question of economics and finance, I must say I agree 
with you. 
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7089. I will not go into the question whether you were 
right or wrong ; it ds not material at this inquiry, but 
just to try to get the position as it was then, did you tell 
him, when he suggested, “ We should be as liquid as 
possible,” or words to that effect, “ I will support you in 
that”? — Well, let me put it this way. Mr. Cooper put his 
views to me in the course of this discussion. The reasons 
which he gave were on a rather technical plane, and he 
then told me that he felt that in the circumstances .it was 
essential that we should become liquid to cater for the 
liabilities which we were likely to have. 

7090. 1 do not think we need go into what he told you. 
I merely asked you this: If you disagreed with him I dare 
say you would have told him, would you noil? — I would 
indeed, yes. 

7091. After he had expressed his views you had the 
feeling that things were not going right, and did you give 
him any indication that when he brought it up at the 
Committee of Treasury, as you told him he must, he 
would have your support on that occasion? — I did not 
say so in so many words, but I gave the thing my blessing, 
and I supposed that was really the reason why Mr. Cooper 
came to speak to me. 

7092. Then when you got to the Committee of Treasury 
after you heard his views being expounded and his account 
of the future commitments or liabilities you assisted by 
referring to this fire at Manchester? — I do not like the 
word “ assist ” much. 

7093. You supported'his case, you did not contradict it? 
— I mentioned it because I thought .it was the right thing 
to do, because this substantial sum of money had not been 
taken into account. 

7094. Let us look at this for a moment. You had seen 
the morning report of the Royal Exchange Assurance for 
the llth September and that is why you mentioned it, 
was it not? — That is right, yes. 

7095. This says, does it not, “ Re fire, City Branch, 
Choisy de Rougcment & Co. Ltd. Pouldens Ltd. Depart- 
mental Store Proprietors, Manchester ”? — Yes. 

7096. “ Loss to all companies £2,076,000. Group gross 
loss £257,171 "?— Yes. 

7097. “ Group net loss £45,709 ”?— Yes. 

7098. “ R.E.A. net loss £28,056 ”?— Yes. 

7099. So you knew before the meeting of the Committee 
of Treasury that the net loss of the Royal Exchange Assur- 
ance was £28,056? — I am afraid it is not quite so simple 
as this. 

7100. Do you mean to say the entiy in this morning 
report of the net loss as not correct? That is all I am 
asking you at the moment? — I thought you were asking 
me whether I should have reported the not loss and not 
the gross loss. 

7101. I only asked you this, and I will repeat it: You 
knew when you went to the Committee of Treasury, that 
the Royal Exchange Assurance net loss on this fire was 
estimated to be £28,056? — That was not the figure in my 
mind at all. I did not even remember it. 

7102. Did you think that the Royal Exchange was carry- 
ing the whole of this risk? — I am sorry, I do not under- 
stand. 

7103. Did you think that the Royal Exchange was carry- 
ing the whole of this risk? — I d : d not, neither was it. 

7104. Did you think it was carrying the whole of the 
•£257,000?— No. I did not. 

7105. You knew, did you not, that there had been some 
re-insurance? — Certainly. At least, I expected so. 

7106. In fact the morning report indicated quite clearly 
that you had reinsured to a very considerable extent, did 
it not? — Tf you put it that way, yes. 

7107. And you told the Committee of Treasury that the 
gross loss of the Royal Exchange was £250,000? — I did 
not put it that way. I said wc would have to provide 
for £250,000, and if you wish, I will explain why. 

7108. Chairman : Yes, please? — I will try and explain 
this briefly, but it is perhaps a little difficult to, if I may 
call it, a lay audience. But if we might assume for the 
sake of simplicity that these figures are — if the Attorney- 
General agrees — 'that the group gross loss is £250,000, 
and the net loss is £50,000, just to round them off — it 
makes easier proportions, if you would agree with that. 

7109. Yes? — Then it will be seen that we had reinsured 
four times the amount of our own retention of £50,000, 
because we had got £50.000 retained, £200,000 reinsured, 
making a total of £250,000. The normal way in which 
these reinsurances are handled is by means of what is 
called an automatic treaty reinsurance, and that treaty 
provides for 15 times, that is to say, it can be interested 
up to 15 .times the Royal Exchange group retention. 
Now 15 times £50,000 is, I think, £750,000. So that a 
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net loss of £50,000 could produce a loss, if reinsurances 
were used in that way, a group loss, of £750,000, plus 
£50,000, that is, £800,000. I hope that is clear. 

7110. The Attorney-General: 1 think I can understand 
what you are trying to say. -May I put it to you in 
perhaps a simpler form, and see if this is right. The 
amount at risk 'before reinsurance was £250,000? — No, 
that is the amount of the loss. You said the amount 
of risk. 

7111. The amount of the loss was £250,000 in total. A 
large proportion of that loss would be covered by reinsur- 
ance? — Yes. 

7112. There would be some delay in getting payment by 
the Royal Exchange of those sums reinsured ; is that not 
the position? — I am afraid one cannot leave it at that. 

7113. I am not going to leave it at that ; I am going 
by stages. The next stage is the important one. So that 
the Royal Exchange would have to make provision at the 
beginning to cover a bigger sum than that, which they 
would ultimately have to pay? — That is correct. 

7114. That is putting it quite shortly? — They would 
have to make provision for the lot. 

7115. Let us look at this. There were two policies here, 

were there not, the material loss ? — And the loss of 

profits. 

7116. You could be called upon to pay the share of 
the material loss policy immediately? — Yes. 

7117. That would have been £1.17,000, would it not? — 
If that is the figure in the report, I am quite happy to 
accept it. 

7118. Of that sum, 37£ per cent, or £44,000 could be 
recovered under facultative reinsurances more or less 
immediately? — So it seems. 

7119. What do you say? — Yes. 

7120. And £50,000 or £58,000 under treaty reinsurance 
in the next quarterly settlement? — Yes. 

7121. And the balance of £15,000 would not be 
recovered, but would be borne by the Royal Exchange? 
— Of the material damage? 

7122. Yes?— Yes. 

7123. You would have to make provision for being out 
of your money for a little time. Now I come to sum- 
marise the loss of profits position. There the gross liability 
was £140,000, was it not? — I have not the division of 
those figures, but if you say so, I am happy. 

7124. £117,000 from £257,000 seems to give that figure, 
does it not? — I dare say, but I do not think it was 
material. 

7125. You were not likely to be called upon to make 
a payment of that very quickly, were you? — We might 
very easily have been called upon. 

7126. On loss of profits? — Yes. If I could explain the 
system on which it works, if you have a loss of profits 
policy for one, two or three years indemnity, it does not 
mean to say you do not pay until the end of that time. 
This fire occurred in September which, I suppose, is the 
very worst time of year in which to have a fire in a store ; 
it is just before the Christmas trade. Whether it was then, 
or whether it was any other time, what is done in these 
cases is to endeavour to get the firm into new premises, 
in order to stop or minimise the interruption. Sometimes 



it is necessary to buy premises, because you cannot rent 
them, which may be bought, used and disposed of later 
after the new building has been built, with the money 
received under the material damage policy ; so it is quite 
likely and quite possible, that in these sort of circum- 
stances, not only will you be faced with the fairly quick 
payment under the material damage policy, but you may 
be faced with a substantial payment under the other. The 
point that I was making while on this was, regardless of 
what reinsurance was, in fact, effected, whether it was 
treaty reinsurance or some other kind, my reason for put- 
ting this figure in was because I assumed, as I had a right 
to assume I think, that as the gross loss was only five 
times the net loss it would all have been insured under 
this automatic reinsurance arrangement which made pro- 
vision for five times that. That is why I quoted the gross 
figure. But in point of fact, when these treaty reinsurances 
come to be recovered, you will understand that for every 
treaty we give off we receive one back — that is on broad 
•lines — so that when the account comes to be settled, not 
only do our reinsurers owe us money, but we owe them 
money for business we have taken from them, so when 
this account is finally balanced up the amount which, in 
faat, passes, may be negligible. 

7127. It is all very interesting. I am going to suggest 
to you and perhaps you can deal with this, that on the 
figures of the material loss policy the Corporation would 
have had to have budgeted for a cash loss of £1 1 7,000 for 
a short period, and £73,000 for a longer period. Would 
you agree with that or not? — I do not agree with it. 

7128. In fact, did the Corporation pay £15,000 gross 
under the material loss policy on the 22nd October? — -I 
believe so. 

7129. Did it agree to pay a further £60,000 on the 
2nd December? — I believe so. I do not know for a fact. 

7130. Has it made any payment on the loss of profits 
policy? — I do not know. 

7131. Have you made any enquiries before coming here 
today? — No. 

7132. Did you consider that the British Equitable 
Assurance Company had no need to borrow funds from 
the parent company? — I did not go into the position. 
Mr. Cooper said that he would like to raise some money 
on those funds and I simply agreed, having listened to the 
agreement in respect of the Royal Exchange Funds. 

7133. He told you, did he not, that they would have 
to borrow money from the parent company? Did he 
not say according to your statement “ that he would 
probably find it convenient to raise money on certain 
autonomous funds which were either already indebted to 
the Corporation, or shortly would become indebted, if not 
liquid”? — Yes, that was the sort of remark he made. 

7134. You were a director of the British Equitable 
Assurance Company, were you not? — I am still. 

7135. And of the Pension Fund?— I am a trustee of the 
Pension Fund. 

7136. And it was your consent that was required before 
any sale took place? — Yes. 

7137. Did you know at that time whether there was 
any possibility of the British Equitable Assurance Com- 
pany having to borrow money from the parent Company? 
— No. 



Re-examined by Mr. Scarman 



7138. I think it has been suggested that you did some- 
thing wrong in putting the figure of £250,000, as a com- 
mitment, before the Treasury Committee on the morning 
of the 18th September? — Yes, it seemed to me so. 

7139. I want you to have an opportunity, for your own 
sake, of dealing with that possible suggestion. Do you 
think you were acting correctly and in the best interests 
of the Royal Exchange in putting forward that figure at 
that meeting? — I am quite sure I was. 

7140. I ^m going to ask you in your own words, but 
simply for us laymen, to explain your justification for 
putting that figure forward at that meeting? — 'Well sir, 
my conversation with Mr. Cooper was on the lines that 
we have heard, that it was right to become liquid to cover 
these various liabilities which may be likely to arise. 

7141. Chairman : Before we get too involved in these 
figures, tell me this. In putting forward the figure of 
£250,000, were you intending to put it forward as a figure 
which would have to be paid out within the next ten to 
fourteen days, or were you mentioning something which 
was in your morning report in order to bolster up, if I 
may use that expression, a claim to be liquid? — I do 
not think either thought really passed through my head. 
It was clear to me that this had not been provided for. 
1 knew that Mr. Cooper wanted to be liquid, I agreed 



with him, and as it had been missed out I thought the 
figure should go in. 

Chairman: You will have to explain how it was that 
you had in mind that your Company might have to pay 
out £257,000, because I do not know. 

7142. Mr. Scarman: That is what I want you to deal 
with? — The reason is, that although when one sees a 
figure like that, when you have been in the insurance 
business nearly forty years, I do not say you automatically 
work out all these details, but you know by experience 
virtually that a gross loss in the end becomes a net loss ; 
by one means or another it becomes a net loss, except 
to the extent to which it can be recovered by facultative 
reinsurance ; in other words it is the gross loss figure 
which you pay attention to for the purpose which we are 
discussing, and not the net loss figure, which is the ulti- 
mate figure to which you may be reduced. 

7143. Is this right, that on the 18th September you had 
in your mind that the Royal Exchange would have to 
find, for the store that was insured, within the reasonably 
near future a sum of the order of £250,000?— Yes. 

7144. You would know, if you had the morning report 
of the 11th September, a week earlier, in front of you that 
your net loss after allowing for reinsurance was of the 
order of £50,000? — Ultimately, yes. 
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7145. But of course you would have to find within the 
reasonably foreseeable future, a quarter of a million 
pounds?— That was exactly the position. 

7146. Looking, with your knowledge of the insurance 
business, at the ratio between the net loss reported and the 
gross loss reported, it was reasonable to assume that that 
gap between the two figures was probably swallowed up by 
automatic treaty insurances?— Yes, that is so. 

7147. You knew from your experience that any settle- 
ment of automatic treaty reinsurances might be well 
delayed, and after allowing for set-offs of one or other 
kind, not reduce any very large sums of actual cash to the 
Royal Exchange?— That is .the position. 

7148. So that on the morning of the 18th, you knew 
that there was a cash commitment to be met by the Royal 
Exchange in the reasonably foreseeable future of the order 
of a quarter of a million pounds? — Yes. 

7149. Chairman: Which you never had to meet; is 
that right? — Which we have not had to meet yet. 

7150. Mr. Scarman : Have you had to meet any of it 

yet? — I understand 

7151. £117,000 of it? — I think about £75.000 actually 
paid out so far. 

7152. Could you have known on the morning of the 
18th September, exactly when that commitment would 
have to be mot? — I would have had no idea. It is 
not really in my province. 

7153. Would it be within your experience that a large 
departmental store, such as Pouldens of Manchester, might 
require some working capital urgently to stock themselves 
up with new premises and stock for Christmas? — I should 
think it most likely. 

7154. If that happened, of course, there might be an 
earlier demand for the quarter of a million pounds, or a 
substantial part of it, than otherwise would be the case? 
— That is so. 

7155. So this is right really that you could not know 
on the 18th September exactly when the quarter of a 
million pounds, or a substantial part of it would have to 
be found, but you could guess that it, or a substantial 
part, might have to be found fairly soon? — That was in 
my mind. 

7156. Your could infer from the arithmetical relation- 
ship of gross loss and net loss, that there might not be 
cash coming in from other sources to assist the Royal 
Exchange to meet that quarter of a million pounds require- 
ment whenever it fell due? — That is correct. 



7157. Do you think it was reasonably prudent for you, 
with your insurance experience, to bring the gross rather 
than the net commitment to the attention of the Treasury 
Committee that morning? — 1 think so. 

7158. You have spent some twenty minutes or so trying 
to explain to us laymen about these matters, and you have 
been subjected to a cross-examination about it by the 
Attorney-General. With all the wisdom that you no doubt 
obtained from that experience, would you have done other- 
wise now if it should occur again? — No, I would have 
done exactly the same. 

7159. Now one or two general questions about the 
Royal Exchange. We know we are concerned here with 
the sale from its principal funds of gilt-edged at the market 
value of £849,000. That is, of course, a substantial figure 
and I want to ask you this : Viewed against the capital 
resources, the insurance and investment income of the 
Royal Exchange, is that a large transaction? — No. I must 
try and get this, if I may, into the right context as far as 
the Royal Exchange is concerned, and as far as I person- 
ally am concerned. The Royal Exchange Group has an 
annual income from premiums, and so on, of something 
in the region of £37 million, and every year money has to 
be disposed of in claims and expenses and investments, and 
SO' on. The assets of the Group are between £80 million 
and £85 million. Although I know these sums sound large 
when quoted individually, in this sort of context when Mr. 
Cooper comes to me and talks in these figures, I do not 
immediately get alarmed and consider that we are in 
trouble. After all, the proposition we were discussing was 
not the dissipation of, say, £1 million or putting it into 
some doubtful venture in which it might be lost ; it was 
merely a question of whether this £1 million should be in 
gilt-edged securities, should it be in cash, should it be in 
Treasury Bills or discount houses, or what? The money 
was still going to be there. The advice given to me was 
that it should be there in a different form, and I saw no 
reason to disagree with it. 

7160. In fact, the question which the Treasury Com- 
mittee, with you in attendance, was considering on the 
18th September, was not: “If we sell now we may get 
a better price than if we leave it for a week or so,” but 
“ We want to sell now because instead of holding gilt-edged 
for the moment, we want to hold sterling as cash or in 
Treasury Bills ”? — That is correct. 

7161. Perhaps it is pertinent to ask you this: is the main 
source of income and the main business of the Royal 
Exchange Assurance, insurance?— It is indeed, and without 
it we would have no investments. 
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7162. Chairman : On the 18th September you have told 
us how you, I think, called Mr. Cooper into the Governor’s 
room? — In to my room. 

7163. You have told us what took place, and at the end 
of your statement you say: “ ... in the light of subsequent 
events, I cannot resist the conclusion that Lord Kindersley 
was anxious on that day to avoid being drawn into any 
conversation with Mr. Cooper about financial affairs in 
general ”? — Yes. 

7164. What was the reaction at the time? — In the 
ordinary way the Governor comes into my room at a 
quarter or .ten to twelve. We all know, I know, that he 
is a busy man with other interests and occasionally he 
cannot come in, and that is the end of it. On this day. 
he had not come in except just to say that he was late 
and he would see me after the fire committee. It was 
unusual, buit it was not a precedent. I took no notice. 

7165. All the more odd, if he was late, suddenly to 

discuss yachting at Burnham when there were other matters 
to discuss? — When it came .to the meeting afterwards, he 
started to talk about yachting. Well, if he felt more like 
discussing yachting than insurance that day, I did not feel 
I could object. On the whole I do not think it really made 
any impression on me at the .time. It was just one of 
those days where we just did not 

7166. That sort of thing can be done — I do not say 
that it was on this occasion — in such a way as to give a 
hinit? — It certainly was not done that way to me. After 
all this question that Mr. Cooper was anxious to discuss 
was going to be discussed anyway. It was not a question 
of not discussing it at all. It was a question of discussing 
it elsewhere when somebody else was present. 

7167. Let us come to the meeting itself. Do you agree 
with Mr. Cooper when he says he started saying how 
worried he was about the position, and that he wanted 
the company to be liquid? — Yes. 

30671 



7168. Who took part in the discussion after that? — 
Well, I did not, except to the extent of putting in this 
unfortunate figure of £250,000. 1 think Mr. Cooper made 
out his case. He did not elaborate on it greatly. He 
gave his view. He said there was this commitment. He 
was asked, I believe, what the commitments were, and 
he read ' tihem ouit from a piece of paper or wherever 
he had them. I think everybody seemed to be of the same 
mind. Nobody said very much. Lord Kindersley, I 
believe, said nothing at all. 

7169. The impression I get is that nobody spoke at 
all except Mr. Cooper. That cannot be right, can it? 
—No, 1 do not think that can be right. There was a 
discussion in the sense of: “How much are these com- 
mitments? ” and “ Is this justified? ” Mr. Cooper seemed 
to satisfy them, and the Governor ultimately thought 
this was a satisfactory thing to do, and everybody said 
yes, and that is the end of it. These discussions do not 
take very long if the case is properly presented. 

7170. You had discussed it with Mr. Cooper beforehand, 
and you were in full agreement?— Yes, but for different 
reasons. 

7171. With regard to this “unfortunate figure,” as you 
called it, of £250,000, I still am not quite clear. Clearly 
it was not put forward as part of the budget for the next 
ten to fourteen days, was it? — No, but I did not imagine 
Mr. Cooper was only budgeting for ten or fourteen days. 
In fact, from the way he spoke to me he clearly wanted 
to budget for much longer. 

7172. You were putting forward something which, 
theoretically, might be the liability of the Exchange Assur- 
ance? — If I can cast my mind back, I had seen this 
figure, I had it in my mind, and it was dearly not 
provided for there, so I mentioned it. ft was nothing 
more or less than that. 

G* 2 
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7173. I do not think I am suggesting anything which 
is wrong if I suggest you were really mentioning it to 
bolster up the argument for liquidity. You were not 
putting forward what you knew was a false figure? — I 
do not know that it was so much bolstering up the argu- 
ment for liquidity as bolstering up the amount for which 
he would need to get liquid. 

7174. That is right, the .amount. And that is right, 
is it not? — Yes. 

7175. Mr. Milner Holland: It was not really bolstering 
it up, was it? It was including a figure which had not 
previously been included? — It was in my view correcting 
the figure for which he was making provision. 

7176. It was repairing an omission? I am not for 
the moment wishing to use the words “ bolster up ” be- 



cause they may have some sinister connotation, lit was 
including a figure Which had not previously been included? 
—Yes. 

7177. And the reason why it was £250,000 and not 
£50,000 is because, under automatic treaty reinsurance 
you very likely find that everything balances out and you 
do not get anything from the reinsurance, and the net 
amount that comes from the over-all automatic treaty re- 
insurance may be nil, and your primary liability was 
£250,000 and that is the figure you quoted?— That is 
correctly put. 

7178. I hope I did not take too long to elucidate? — 1 
am sorry if I have made it sound unduly complicated. 



C The Witness withdrew .) 
{Adjourned for a short time.) 



Mr. Guy Russell d\ 
Examined t 

7179. What are your full names? — Guy Russell 
d’Anyers Willis. 

7180. Is your address Spindle Hill, Higham, near 
Colchester, Essex? — Yes. 

7181. Are you the Secretary of the British Match 
Corporation? — I am. 

7182. And of Bryant & May (Brazil) Ltd.? — I am. 

7183. Which is a wholly owned subsidiary? — Yes. 

7184. Was there a meeting of the British Matoh Cor- 
poration Executive Committee on the 16th September at 
Lazard Bros.? — There was. 

7185. Was that about 2.15 in the afternoon? — Yes. 

7186. It is the usual place to hold those meetings? — 
Yes, that is true. 

7187. Were there present on that occasion Lord 
Kindersley, who took the Chair, Sir Anthony Elkins, 
Mr. G. P: Bartholomew, Mr. T. Lyth, Mr. I. H. G. 
Gilbert, Mr. I. P. Andren, and yourself as Secretary? — Yes. 

7188. Is it part of your duty and function to make 
recommendations to that Committee from time to time 
for the provision of necessary cash resources? — Yes. 

7189. Do you advise also on investments? — Yes, I do. 

7190. On this occasion — I want to take it quite shortly 
with you — could you see an impending requirement for 
rather more than £300,000 for one particular purpose? — 
Yes, I could. 

7191. Was that this, that there was an agreement that 
bad been made to take back from certain employees and 
former employees of the group stock which had been 
issued to them under a co-partnership scheme? — Yes. 

7192. On the advice of Counsel was the company dear 
in its own mind that it had to provide that sum in cash? 
— Quite clear. 

7193. Was the actual sum involved £269,000, which 
had to be paid to Bryant & May and a further £37,000 
which was to be paid to stockholders who elected to 
receive cash? — Yes. 

7194. And with stamp duty of rather more than £6,000 
was the total money required for that purpose £312,740? 
— Yes. 

7195. .Required by the 30th September? — Yes. 

7196. Without going into other details, there was a 
requirement for an ordinary dividend ; is that right? — Yes. 

7197. Is it a fact that after setting off a Bryant & May 
dividend received by the British Match Corporation 
amounting to £132,000, there was, for the reasons you 
have indicated, a net outflow of money from the British 
Match Corporation between the 18tih September and 23xd 
October (rather more than one month) of £457,000 odd? 
—Yes. 

7198. It was in those circumstances that you recom- 
mended, I think, did you not, selling some gilt-edged 
securities? — Yes, I did. 

7199. Preferring that method of raising the necessary 
cash to the possible alternatives of bank borrowing or 
requiring repayment of an outstanding loan of £100,000 
that Bryant & May owed to the British Match Corpora- 
tion? — That is true. 

By The 

7217. Chairman: What was it that convinced you that 
the proper course was to sell gilt-edged rather than raise 
the money in some other way? — I was quite convinced 
that there was no hope of repaying any bank loans if 
we had had a bank loan, and that seemed to be the only 
alternative. 



.kyers Willis, sworn 
Mr. Winn 

7200. Did the discussion on those matters take long? — 
Not particularly long ; I would say not more than 10 
minutes, probably not less than 5. 

7201. Between whom did it mainly arise? — Mainly 
between myself and Mr. Gilbert. 

7202. Was he inclined to take a different view or did 
he agree with your recommendation? — I had the impres- 
sion first that he might be inclined to take the view that 
we might raise some of the money by bank loans and 
I argued strongly against that, and I think in the end 
I felt that he was quite convinced that was right. 

7203. Did Lord Kindersley make any and, if so, What 
contribution to the discussion? — As far as I remember, he' 
asked questions but made no further contribution. 

7204. Did it then become apparent that the members 

of the Committee were all in agreement? — That became 
apparent to me. ' 

7205. And you were told, I suppose, to act accordingly? 
— Then the decision was taken by the Committee that 
gilt-edged would be sold. 

7206. Who decided how much should be sold? — How 
much was decided was again by the Committee, but the 
question was put back to me : “ What are we now going 
to sell?” It was quite dear to me that we had one 
investment of £875,000 nominal and two others, one 
£175,000 and one £100,000 nominal. Therefore, we 
must sell from the big one, whioh was too big in relation 
to the whole. So I recommended that we should sell 
from the holding of the company of 2| per cent. Savings 
Bonds of which we had £875,000 nominal. 

7207. How much did you sell — £275,000? — No, £375,000, 
leaving a round £500,000. 

7208. You did in foot sell on the 1 6th, did you not? — 
Wie did. 

7209. Why did you sell so soon? — I asked at the end 
of the meeting whether I should carry on with the instruc- 
tions to sell, beoause the brokers’ office was across the 
road from Lazard’s offices .and it seemed to me the natural 
thing to do to walk across the road to give instructions. 

7210. Which brokers? — Fielding, Son & Macleod. 

7211. And so you went on over to their office and 
gave them instructions to sell? — I went about a quarter 
of an hour later, after the end of the meeting. 

7212. Did you fix a limit or ask them to sell at best? — 
No, I asked them to sell ; I did not fix any limit. 

7213. The market was quite firm that day? — It was 
quite steady, as far as I remember. 

7214. During the whole of that meeting at Lazards or 
before it or after it, did you talk to Lord Kindersley 
yourself about the existing economic situation in any way 
at all?— No, I did not. 

7215. Did you hear anybody else at the meeting at 
Lazards that day speak to him on that topic? — No, I did 
not. 

7216. Did you hear any discussion by anybody about 
the economic position, or the possible measures which 
might be taken to ameliorate? — None whatever. 

Tribunal 

7218. Nothing to do with the financial crisis? — Nothing 
to do with that. There was a further point, if I may say 
so, and that is that I knew that Bryant & May were very 
short of cash and I had arranged the week before — 1 
would say about Wednesday of the week before — that 
Bryant & May who, I was told by the Secretary of that 
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company, could not meet their dividend without borrow- 
ing from the bank, should allow it to stand over as a 
loan at least until we were called upon to pay our own 
dividend. So that I knew that of the £132,000 which we 
were due to get on the 19th, I would have to pay back 
the greater part on loan to Bryant & May. 

7219. Then, am I right in thinking the financial crisis 
in the country, the pressure on the pound, had nothing 
to do with your decision? — It had nothing to do with this 
decision at all. although of course I knew that there was 
pressure on the pound. 

7220. Have you bought any gilt-edged back since the 
Bank rate was raised? — No, I have not. 

7221. Mr. Milner Holland: Had you any other invest- 
ments that you could realise, other than gilt-edged. Was 
there, that is to say, a choice between gilt-edged and any 
other investments? — None whatever. We had Treasury 

( The Witm 
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Bills, but they were specifically held to mature on the 
same day as the dividend was payable. 

7222. Apart from Treasury Bills, you had no other type 
of investment? — None at all of quoted investments. 

7223. So there was no question of choosing between 
industrial equities and gilt-edged? — Absolutely none. 

7224. When would your next meeting have been at 
which this question could have been raised? — The next 
meeting was on the 25th September, which was the Annual 
General Meeting, then followed by a Board Meeting, and 
so rather a short Board Meeting. 

7225. So “ D ” Day, so to speak, for raising this money 
was what? — The last possible date for raising the money 
was the 30th September, but in my mind was the feeling 
that we were not going to get that dividend from Bryant 
& May which I was relying on two days later. 

1 withdrew.) 
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7226. You arc Sir Anthony Elkins? — Yes. 

7227. Of Melcourt, Chelsey, Berkshire, and you are the 
Deputy Chairman of the British Match Corporation? — 
That is correct. 

7228. Chairman of Bryant & May Limited and of 
Bryant & May (Brazil) Limited? — Yes. 

7229. You attended, I think, the meeting, of which the 
last witness has informed the Tribunal, at Lazards at 2.15 
on the 16th September? — I did. 

7230. Do you confirm that it was then decided by the 
Executive Committee of the British Match Corporation to 
sell gilt-edged to raise £300,000? — That is so. 

7231. Before that decision was taken, had some regard 
been had to possible alternative methods of providing 
the funds? — Yes, there had been some examination of 
alternatives, but I was convinced, in my own mind, that 
that was the only logical and sensible one. 

7232. We need not really go into the details of the 

money requirements at the time of either company, but it 
is a fact, is it, that the company of which you are Chair- 
man, Bryant & May, also had need for money at that 
time? — That is so. , 

7233. You had a known commitment in the sum of 
£207,000?— Yes. 

7234. Was that for your dividend? — No, the dividend 
was £132,000. The £207,000 to which you refer was 
for the purchase of 100 per cent, of one company and 
50 per cent, of another. 



7235. I had thought that the £207,000 included the 
£132,000, but it is additional? — No, it is separate. 

7236. But notwithstanding that fact, did you at your 
own meeting of Bryant & May Ltd. on the 18th September, 
when you were in the Ohair, advocate keeping your Gov- 
ernment securities rather than selling them to raise that 
needed money? — I did so for the reason that in the case 
of the £207,000, the deals had been completed or virtually 
completed, but my experience as a business man led me 
to believe it would be some time before the final arrange- 
ments were made, and the necessity for payment arose. 

7237. So you decided to keep your gilt-edged for the 
time being? — We did. 

7238. Did they, at the time, amount to rather more f han 
£-) million nominal? — Yes, £| million there and about 
£775,000 British Match. 

7239. I was coming to that: British Match had itself, 
after selling the £375,000, still about £775,000? — Yes. As 
an industrial concern we use Government securities as 
a means of holding surplus funds. When we require 
cash we sell. There had been actually no movement in 
British Match for years, or in Bryant & May except for 
one sale in June. 

7240. It is right, I think, to emphasise also this point 
that when your Bryant & 'May decision was taken on the 
18th to keep your gilt-edged for the time being, were 
there present two other members of the Board as well 
as yourself, who had been present at Lazards on the 
Monday when the British Match Corporation was held? 
— Yes, there were three of us at both meetings. 



( The Witness withdrew .) 
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7241. Lord Kindersley, I will take you, if I may, first 
through the statement that you have been good enough 
to supply, and ithen when we have dealt with that, I 
shall have certain questions to put to you. You have 
been a member of the Court of the Bank of England for 
ten years? — That is correct. 

7242. And managing director of Lazard Brothers for 
the past thirty years?— That is correct. 

7243. And Chairman of that company since 19537 — 
That is correct. 

7244. Have you been a member of the Court of the 
Royal Exchange Assurance for the past twenty-nine years? 
— I have. 

7245. And its Governor since 1955? — Yes. 

7246. Have you been Chairman of the British Match 
Corporation since 1953 ? — I have. 

7247. I think you are also Chairman of Rolls-Royce 
Limited? — Yes. 

7248. And a Director of the Bank of London & South 
America Limited? — For nineteen years. 

7249. Also a Director of S. Pearson & Sons Ltd.? — 
Yes. 

7250. And of one other non-trading company? — That 
is correct. 

7251. From the 11th July until the 24th August were 
you travelling in the United States and Canada? — I was. 

7252. Did you return from Canada three days earlier 
than you intended because you were disturbed by the 
attitude of banking business men in Canada towards the 
£ sterling?— That is correct. 
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7253. On your return to England from Canada did you 
see Mr. Mynors, the Deputy Governor of the Bank of 
England, on two occasions? — Yes. 

7254. Was the first occasion the 2nd September?— Yes. 

7255. And the second the 12th September? — Yes. 

7256. On each occasion do you say that you discussed 
the economic situation? — Yes. 

7257. The pressure on the £? — Yes. 

7258. The loss of reserves? — Correct. 

7259. And so on? — That is correct. 

7260. Is it your recollection that you discussed in general 
terms the possibility of raising the Bank rate? — I certainly 
did, but among other remedies for the situation apart 
from that, I think. 

7261. Was any proposal for raising the Bank rate on 
19th September, or on any other date, any positive pro- 
posal, discussed? — No, it was not. 

7262. On the 16th September did you see Mr. Cameron 
Cobbold, the Governor of the Bank of England? — I did, 
on two occasions. 

7263. Was the first about 12.45 p.m.? — That is correct. 

7264. And was the second later in the afternoon? — 
I think about 4.30. 

7265. About 4.30? — Some time like that. I would not 
like to swear to the exact time. 

7266. I think Mr. Cobbold has said it was 5 o’clock? 
— He would know better than I. 

7267. So shall we take it as being 5 o’clock? — Five 
o’clock. 
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7266. At the first of these meetings did the Governor 
tell you that, subject to the approval of the members of 
the Court and the agreement of Her Majesty’s Govern- 
ment, he proposed to recommend a rise of 2 per cent, 
in the Bank rate on the following Thursday, the 19th 
September? — He did. 

7269. Was that the first you knew of the proposal? — 
It was. 

7270. Did you agree to it? — I gave my agreement right 
away. 

7271. At the second meeting did you tell the Governor 
that on further consideration you were much concerned 
about the effect which an immediate rise in the Bank rate 
might have on the underwriting of the Vickers’ issue of 
£30m. of securities? — I did. 

7272. Did you say that a rise in the Bank rate within 
24 hours of the Vickers’ issue being underwritten would, 
in your opinion, cause large losses to underwriters and 
might cause hard feelings in the City towards the Bank 
of England? — I think, if I may, I would enlarge on that 
slightly. I did say to the Governor that in my opinion 
if the Vickers’ issue was underwitten on the Wednesday 
and the Bank rate was raised on the Thursday, the whole 
of the City would wonder whether the Bank had really 
been justified in allowing the Vickers’ issue to be made, 
because obviously the underwriters would be left with a 
very large amount of their underwriting, there would be 
definite indigestion in the underwriting market in the City 
for weeks, if not months, to come, and I was wondering 
what the public relations effect on the Bank would be. 

7273. Just to get this clear, was that said at the first 
meeting, the second meeting or the third meeting you 
had with the Governor? — The first meeting. 

7274. The firs,! was when you were told the Bank rate 
was going up? — No, the second meeting that afternoon, 
that is right. 

7275. Not the third meeting that you had ; what you 
have just said was said at the second meeting? — At the 
second meeting on the Monday. 

7276. I think you say in your statement that you con- 
tinued to feel most uneasy about this, and on the 17th 
September, at about half past three, you saw the Governor 
again? — That is. right. 

7277. And repeated to him your fears about the effect 
of a rise in the Bank rate on the Vickers’ underwriting 
arrangements. Is that right? — That is correct. 

7278. And because of that, on the relations between the 
City and the Bank? — That is correct. 

7279. Did you discuss the possibility of postponing the 
Bank rate decision? — I did. 

7280. Did the Governor convince you that such a course 
was not feasible? — He did. 

7281. Did you therefore ask the Governor’s permission 
to examine with Lord Bicester the possibility of post- 
poning the Vickers’ issue? — That is correct. 

7282. Lord Bicester, we know, is a Director of the 
Bank of England and Chairman of Morgan Grenfell & 
Co. Did you know that they were underwriting the 
Vickers issue? — I had known that for days. The pre- 
liminary feelers which these underwriting businesses pro- 
duce in the City, feelers generally through the brokers 
to the issue, had got into contact with me, not in one 
direction, but in several directions, and I realised that 
the Vickers issue was going .to be underwritten. I did .not, 
in my opinion, know exactly when. 

7283. Lord Bicester, we know — and I expect you knew 
at that time — knew of the proposal to raise the Bank 
rate? — We both did. 

7284. Did you tell the Governor that if he gave his 
permission you would see Lord Bicester alone? — I did. 

7285. And no one else would be present? — I did. 

7286. Did the Governor then give his permission? — 
He did. 

7287. And on the 17th September, after your meeting 
with the Governor, did you see Lord Bicester alone? — I 
did, in my office. 

7288. Did you ask him whether in view of the pro- 
posed rise in the Bank rate it would be possible to post- 
pone the Vickers issue? — I did. I enlarged on that to him. 
I explained the reasons for my putting that question to 
him, because I was exceedingly worried about the whole 
effect on the City of London. The moment he told me 
that the contract had been signed the day before and that 
the underwriting letters were out, I said: “Well, that is 
the end of it. There is nothing that can be done.” Our 
conversation was not a long one. 

7289. On the following morning, the 18th September, 
did you happen to find yourself in the next car to the 
Governor’s as you went along the Embankment? — I did. 
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7290. Did you change from youir car to his? — I did. 

7291. Did you drive with him to the Bank of England? 
— Yes. 

7292. Did you tell him of the result of your talk with 
Lord Bicester? — I did. 

7293. Did you say you would support the recommenda- 
tion for a rise in the Bank rate, even though the Vickers 
issue could not be postponed? — I did. 

7294. Did you see the Governor again before the meet- 
ing of the Court of the Bank on the 19th September? — I 
did not. 

7295. I think you made a further statement which really 
fits in here. On the Tuesday afternoon did you, after the 
Board Meeting of the Bank of London and South America 
had concluded, discuss privately with Sir George Bolton, 
who is also a Director of the Bank of England, the reper- 
cussions on the City of a possible rise in Bank rate the 
day after the Vickers issue was to be underwritten? — I 
did. T knew thait Sir George Bolton knew about the 
proposed rise in Bank rate, and I knew that he is one of 
the biggest foreign exchange experts in the world, and I 
knew that he had been an Executive Director of the 
Bank of England for many years, and had a better feel of 
City affairs, I think, than any other Executive Director 
on the Bank of England, and I therefore discussed this 
with him, this particular point about the Vickers issue. 

7296. Did you go straight on from that discussion to 
see the Governor? — On his advice. He agreed with me 
that it was important, I think, and he said: “I should 
go and see the Governor again,” and I did go and see 
the Governor again. 

7297. That was in addition to your original statement, 
and now I come back to your original statement. Between 
the 16th September, when the Governor first told you of 
the proposal to raise the Bank rate, and a meeting of 
the Court on the 19th September, did you discuss the 
proposal to raise the Bank rate with any person except 
the Governor? — No. 

7298. And, except so far as the specific point relating 
to the Vickers underwriting with Lord Bicester? — Lord 
Bicester and Sir George Bolton. Apart from those two, 
nobody. 

7299. When the Governor told you on the 16th 
September that he proposed to ask the Government to 
agree to the rise in Bank rate of 2 per cent., did he also 
mention that he was in discussion with Her Majesty’s 
Government about other measures? — He did. 

7300. He thought necessary to justify an increase in the 
Bank rate? — Correct. 

7301. Did you mention any of those matters to any 
person between the 16th and 19th September, when the 
Chancellor made his statement? — To nobody. 

7302. I think you went on to speak about your relation- 
ship with Lazard Brothers. I do not think I need ask 
you very much about the system, because we have heard 
it from so many witnesses. Were you present at the 
money meeting, the money day meeting, on Friday, the 
13th September? — I was, in the Chair. 

7303. Is it customary to discuss the liquidity of the firm 
at those meetings? — That is why it is called a money day. 

7304. Do you remember reading out to your colleagues 
on that occasion the figures of the firm’s holding of call 
money, bills, loans to' local authorities and Government 
securities, and the figure of customers’ deposits? — I do. 

7305. Do you remember pointing out to your colleagues 
on that particular occasion that the figure of deposits had 
fallen to what Mr. Brand referred to as an all time low? — 
That is quite correct. 

7306. A figure of £8,157,000? — That is correct. 

7307. It had fallen away to that level from a figure of 
£10,658,000 in the week ending the 22nd August. Dad 
you say in your statement: “This was due to pressure 
on the £ and the uncertainty about maintenance of the 
then rate of exchange”? — May I add to that something? 
Had I had a little bit more time, I think, to make this 
statement, I would have added to that that of equal 
importance was the thought in people’s minds all over 
the world, not just in this country, but all over the 
world, that the Deutschemark was likely to be revalued, 
and if I might say so, I look upon that as a very 
important point in this, because we have a great many 
shipbuilding clients abroad who also build ships in 
Germany when they cannot build them in England. 

7308. You had, so you say, and as we know now, 
already called in all your loans to local authorities, and 
the ratio between call money and bills, on the one hand, 
and deposits on the other, had fallen to 40-72 per cent.? — 
That is correct. 
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7309. We have heard evidence about that? — Mind you, 

I did not know it was 40-72 per cent, at that meeting. 

7310. I follow that. I am just wondering whether one 
need repeat the next bit, or whether we can cut it out 
without disadvantage? — I think we can. 

7311. We have had so much evidence about it. Did 
you express the view at that meeting that the liquidity 
position should ibe improved? — I certainly did. 

7312. Was there general agreement to that? — There was 
general agreement. I do not think anybody round the 
table had any other thought. 

7313. Do you remember Mr. Brand expressing the view 
that it might be necessary to sell some of your Govern- 
ment securities? — I loathe to disagree with Mr. Brand, 
but I rather think I told him : “ That means we shall have 
to sell some Government securities,” but he seems to think 
that he told me. In my own opinion I followed it on as a 
natural course, because there was nothing else to do. 

7314. Chairman-. Just before you leave that, there was 
nothing else to sell, was there? — There was nothing else 
to sell. 

7315. The Attorney-General: As you say in your state- 
ment, that would be the ordinary thing to do to increase 
your liquidity? — That is correct. 

7316. Then you say: “While no immediate decision to 
do so was taken, my understanding was that we might at 
any time have to sell Government securities to improve 
the liquidity position ”? — That is correct. 

7317. Then did you go to Lazards in the ordinary way 
on the mornings of the 16th, 17th and 18th September? — 
Monday, Tuesday and Wednesday, yes. 

7318. Do you say you do not remember any discussion 
in your presence on any of those days about a sale of 
gilt-edged securities? — 1 feel absolutely certain of it. 

7319. During Monday, the 16th September, do you say 
in your statement that you had no conversations with 
your colleagues at Lazards other than the ordinary casual 
remarks exchanged during a normal business day? — That 
is correct. 

7320. In the evening did you drive to the West End 
from the City with two of your colleagues, Mr. Marris 
and Mr. Meinertzhagen, in a car driven by a chauffeur? — 
Yes. It is my car. It has a partition, and the partition 
was down. Mr. Meinertzhagen was sitting in front, and 
I and Mr. Marris were silting behind. 

7321. Is it your recollection that in the course of the 
drive there was some talk of the current pressure on 
sterling? — I think that is practically the talk the whole 
way from the office to my flat. 

7322. Was any mention made of the proposed increase 
in the Bank rate? — None at all. 

7323. Was any mention made of the sale of gilt-edged 
securities? — None at all. 

7324. Did you say in your statement that you have 
since learnt that in the course of the Monday your 
colleagues had decided for themselves that they would 
like to sell some of the firm’s gilt-edged? — That is correct. 

7325. And that on the morning of the 17th you learnt 
that Mr. Meinertzhagen had asked Mr. Brand’s authority 
to sell up to £2,000,000 nominal value? — Correct. 

7326. We need not repeat the evidence about that. 
Then we know that the shares were sold on the 17th and 
18th. Then you say: “I did not know of any of these 
things at the time that they happened ”? — That is correct. 
May I break in here? I have had a feeling — I have 
been here listening to the evidence in the last day or 
two — that there is some lack of understanding as to 
the way my firm works, and 1 could, in quite a few 
words I think, give an explanation of the way it works, 
which makes things much clearer than they would other- 
wise be. 

7327. If you would like to give it, I am sure his Lord- 
ship would allow you to do so. 

7328. Chairman: Yes? — The firm consists of seven 
Managing Directors, and the two senior are myself and 
Mr. Thomas Brand. He and I have grown up over 
well over thirty years in this firm. There is an expression, 
I think, " Primus inter pares." When I became Chairman 
and Senior Managing Director of Lazards, it was made 
perfectly clear to me shortly after the war that I was 
primus inter pares, and I consider that important, because 
I have always looked upon it as Tommy Brand and my- 
self being equal, but I am the titular head at any rate, 
and I am looked upon as, I think, the head of Lazards 
everywhere, which I am indeed. But in the firm I am 
primus inter pares. Our business is divided into three 
kinds of businesses. There is a big banking business, 
which includes acceptances, credits and money. There is 
a very large issue business, that is, the creating of issues, 
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making of issues ; and there is also a stock business, which 
includes the holding of our own stock, looking after our 
investment companies, and also looking after private 
clients’ estates, which runs up to over £20,000,000. So 
that all three are very important. We cannot all do the 
whole three. We therefore divide between us the essential 
duties. Mr. Filgate and I have allotted to us — of course 
it is our preference, because we have both been born and 
bred up into it — the banking side of the business, the 
credit business and the travelling around that has to be 
done with that. Mr. Horsfall, who was an industrialist 
at one time, looks after the industrial side of the busi- 
ness, with the issue business as well, and Mr. Marris helps 
him in that. When Mr. Horsfall is away, Mr. Marris 
runs that side of the business. Mr. Brand takes an overall 
look at the issue business and the Stock Exchange, the 
security business, with the help of Mr. Meinertzhagen, 
primarily responsible through the dealers for every trans- 
action in stocks. All I want to add to that is that all 
seven partners have absolute confidence in each other. 
When we have come to a decision in principle it is up 
to that partner, that partner, or that partner to carry it 
out. It would not worry me whether I had ever thought 
that was not going to be carried out, and it would be up 
to them to do it properly, and that is the way I feel 
about it. I am quite sure my other partners do as well. 
That I think will explain to you a little bit as to why 
any little detail, big or little, does not come to the so- 
called Chairman. That is the point I wanted to make. 
1 hope I have not been too long-winded over it. 

7329. The Attorney-General: 1 think you say in your 
statement that you tried to recollect when you first learnt 
that these sales had been made? — Yes. 

7330. And that you think you first learnt of them when 
you read the reports of the morning meetings, which you 
do in the ordinary course, within a few days of the 
meetings? — I have thought a great deal about that since, 
and last night I looked through, I think, the misnomer 
of the meetings, that is to say, our minutes of the morning 
meetings — I prefer to call them records — for the day. I 
read something on the date of Wednesday, the 18th Sep- 
tember, which has given me a glimmer of light as to 
when I did first learn of these sales, and I am absolutely 
certain in my mind now that I first learnt of these sales 
on the Wednesday evening when, going through a pile 
of documents, I read the morning meeting record and it 
had a very odd thing in brackets on it. I have no doubt 
you have it there. I think it said : “ Bargain 
uncompleted 

7331. Let us look at the morning meeting record? — I 
think it said “ Bargain uncompleted.” 

7332. The morning meeting of the 18th September 
shows two paragraphs, “ 1. On the 17lh September we 
sold . . .” and, “ 2. We have sold today,” and then there 
is “£500,000 3 per cent. Exchequer Stock 1960. Bargain 
not yet completed ”? — That is correct. 

7333. That is what you had in mind? — That is right 
and when I looked at that 1 said : “ Now I know exactly 
when I learnt about these sales ”, because that is a very 
unusual thing “ Bargain not yet completed,” in fact I do 
not believe I have seen it before. I did, in my opinion, 
call to Meinertzhagen through my door and say : “ What 
does this ‘ Bargain uncompleted ’ mean?” and he said : 
“ We have tried to sell 500 of that stock. We were only 
able to sell 50 at our price and the market is lousy now, 
so we have let it go.” . I am sure that is when I first 
learnt of the sales— not that I would not have expected 
to learn before. 

7334. You go on to say that at no time did you say 
anything to Mr. Meinertzhagen, Mr. Brand or anyone else 
to indicate that there was a likelihood of the Bank rate 
being raised, nor did you do anything from which they 
might have inferred that that was likely? — That is 
absolutely correct. 

7335. And that the nominal value of the gilt-edged 
securities retained by Lazards after the sales was 
£3 ,700,000?— Correct. 

7336. And that you informed the Governor of the 
Bank of England of this transaction in writing on the 
27th September?— That is correct. 

7337. Then you turned to the Royal Exchange Assur- 
ance, did you not, in your statement? — Yes. 

7338. You attended a meeting of the Committee of 
Treasury on the 28th August?— Yes. 

7339. Was Mr. Cooper there?— He was, yes. 
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7340. At that meeting, did you say you thought the 
company should, at that time, keep as liquid as possible? 
— I said a good deal more than that. 

7341. That is all you said in this statement? — Yes. 
Well, I did say that. 

7342. Do you wish to expand upon that or not? — You 
probably will want me to later on. 

7343. If you want to say anything, please say it? — I 
only wanted to say that I had just arrived back from 
Canada. I had left it three days earlier because I was 
really worried by the attitude of Canadian bankers towards 
the pound sterling in general, towards our inability to 
stop the wage spiral, and our ineffective (if I may say so) 
Government at the time. I was really worried. I arrived 
back here and that, I think, was practically the first 
meeting I attended after getting back, because I stayed 
at home and waded through papers all the week-end and 
Monday and Tuesday. I told my colleagues there that 
I felt from the amount of discussion that was going on 
overseas about this country and France as they were — I 
was worried about France — and sterling, that the whole 
faith in this country was disappearing and it was a farce, 
and it was a critical situation and everybody should recog- 
nise or be made to recognise that it was so, which I 
did not think they did, and that a Corporation like the 
Royal Exchange which had been going for 270 years and 
is a big corporation, should put itself in a position to 
meet any kind of attack on it at all which might result 
from a devaluation of sterling, which I thought highly 
likely. 

7344. Do you wish to add anything now with regard 
to that meeting on the 28th August? — No. 

7345. Then we can come to the next meeting to which 
you refer. On the morning of the 18th September, was 
there another meeting of the Treasury Committee at which 
you were present? — -There was. 

7346. Mr. Cooper, who had returned from his holidays, 
also attended, did he not? — He did. 

7347. Did he propose that the committee should agree 
to sub-underwrite about £615,000 of the Vickers new 
issue?— That is correct. 

7348. Did he tell the committee that there was a risk 
that the Company might be left holding ordinary shares 
to a value of £400.000? — That is correct. 

7349. Did -the Committee, nevertheless, approve the pro- 
posals ?— Agreed. 

7350. Did he then point out to the Committee that in 
addition to this potential commitment, the Company had 
to find, within the next few weeks, large sums for instal- 
ments payable on the Shell and B.P. tanker loans? — 
Correct. 

7351. And that there were large accident and fire claims 
amounting to some £300,000, on which payment might 
shortly have to be made? — That is right. 

7352. There was in addition, the company’s interim 
dividend which was payable? — Yes, on the 6th November. 

7353. And were you reminded 'by the Assistant General 
Manager of your gross loss in the Manchester drapery 
fire? — Of £250,000 gross. 

7354. Did Mr. Cooper ask the committee to approve 
sales from the Company’s funds to provide the cash for 
those commitments? — He did. 

7355. Was approval given without discussion? — There 
was extraordinary little discussion, because as a rule I, 
as Governor of the Exchange, have to start this discussion, 
and I was not in a position to start it. 

7356. Is there anything you would like to add now to 
what you have said in relation to this meeting on the 
18th September? — No. I had Lord Weeks, Mr. Leslie 
Farrow, Mr. John Scott and also members of the Treasury 
Committee there. Mr. Cooper gave us a pretty gloomy 
view of the country’s position as a whole, and said he 
would like to realise enough securities to cover those 
losses, and that he would like to put us in credit as 
well because he looked upon the situation with great 
distrust. I asked each member if they had any views 
at all and they may have said: “Well we entirely agree 
with Mr. Cooper” or they may have said: “We abso- 
lutely agree,” but I know that agreement was reached 
there and then and I told Mr. Cooper that that was agreed 
and he should go ahead. 

7357. You have since learnt of what was sold, have 
you not? — I have since what? 

7358. You have since learnt of what was sold by Mr. 
Cooper, had you not? — I have since learnt, yes ; but what 
he sold was not a matter for the Treasury Committee. 
It would have been left entirely to him. 



7359. I was taking you through your statement. You 
said that? — Yes. 

7360. You then refer, I think, to the actual resolution. 

I think you say you had had no discussion with Mr. 
Cooper about his proposals before the meeting of the 
18th September? — None at all. 

7361. That you did not at any time tell Mr. Cooper, 
or any other person connected with this company, that 
there was a likelihood of the Bank rate being raised? — 
None at all. 

7362. The subject of Bank rate was not mentioned at 
the meeting? — No. 

7363. Then you say you informed the Governor of these 
transactions in writing on the 27th September? — By the 
Governor, I meant the Governor of the Bank of England. 

7364. I appreciated that, and we will come to that corre- 
spondence in due course. Were you present at a meeting 
of the British Match Corporation Executive Committee 
on the 16th September? — I was. 

7365. We know it was decided to sell approximately 
£306,000?— Yes. 

7366. To meet a liability, the date of payment of which 
was, as you said, 30th September? — The latest date was 
the 30th September. 

7367. The latest date? — The latest date. 

7368. A discussion followed about the steps which 
should be taken to provide the money? — Correct. 

7369. Did you agree to the sale of 2£ per cent. Savings 
Bonds to raise (the money? — I did. 

7370. During that meeting, was there any discussion or 
reference to the Bank rate by you or by anyone else? — 
By nobody at all. 

7371. Did you inform the Governor of the Bank of 
England of this transaction on the 21st November, 1957? 
— No. On the 21st November I did. 

7372. That is the date I mentioned? — Yes. 

7373. With regard to Rolls Royce Ltd. and the Bank 
of London and South America Ltd. we know you are 
Chairman of one and director of the other. Have you 
made inquiries from those two companies and found out 
■that neither company made any sale of gilt-edged securi- 
ties during the month of September, 1957? — That is 
correct. 

7374. We know about the position of S. Pearson & Son 
Ltd.?— Yes. 

7375. Did you, during the month September, 1957, sell 
any securities either on your own behalf or on behalf of 
your wife? — I did not. 

7376. I think you purchased some industrials and sold 
some other industrials on behalf of your mother? — 
Correct. 

7377. I do not think we need go into that unless you 
desire us, or unless the Tribunal desire to. Between the 
24th August, when you returned from Canada and. the 
19th September, had you met Mr. Poole on one occasion? 
— I had. 

7378. Was that on the 4th September? — When he was 
lunching at Lazards. 

7379. Was that to meet a personal friend of his from 
Belgium? — It was. 

7380. Diid you join him for ooffee after luncheon? — I did. 

7381. Was there any discussion then about the Bank 
rate? — No, I am quite sure there was not. 

7382. Was your nexit meeting with Mr. Poole at Lazards 
on the 19th September at lunch-time after the rise in the 
Bank rate? — That is correct. 

7383. Had he come there for the monthly meeting of the 
Board of Directors? — That is quite correct. 

7384. I think that really covers the ground covered in 
your two statements ; one was a small! addition which I 
have dealt with on the way through. Is there anything 
you wish to add to those statements? — I do not think so. 

7385. Now I shall put certain questions to you, and we 
will try and deal with it as far as we can chronologically. 
You had, you have told the Tribunal, two discussions with 
the Deputy Governor on this subject? — On the 2nd and 
12th September. 

7386. From your statement there seems to be a remark- 
able similarity between the two discussions. Was that 
the case? — They would be. 

7387. Was there any reference in either of those dis- 
cussions to the possibility of a “ swingeing rise in interest 
rates ”? — Not to a swingeing rise in interest rates. I first 
heard that in Mr. Keswick’s evidence. Certainly we dis- 
cussed the future of interest rates, there is no doubt about 
that. 

7388. You discussed the future? — Yes, without a doubt. 

7389. With regard to an upward rise? — Without a doubt. 
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7390. I was wondering whether Mr. Mynors language 
to you was much the same as his language to Mr. 
Keswick? — But he wrote it to Mr. Keswick and spoke it 
to me. 

7391. I think he spoke it to Mr. Keswick? — Well, I 
stand corrected. However, he did not use the word 
“ swingeing 

Chairman: He wrote a private manuscript letter to 
Scotland. 

The Attorney-General: I know he wrote the private 
latter, but I thought this reference to a swingeing rise 
was at the meeting he had subsequently. 

Chairman: I think you are right in that. The first 
communication was by letter. 

7392. The Attorney-General: The first communication 
was by letter, but I think the reference to the swingeing 
rise was in an oral conversation. At any rate were you 
left with the impression — I dare say it is one that you 
entirely agreed was a right course — that there was likely to 
be and that there should be a swingeing rise in interest 
rates? — I think you must go further than that and say, 
tihat I am a person wtbo does express his own opinion and 
if he feels they are forceful, he expresses them forcefully. 
I expressed to Mr. Mynors my opinion, after I had told 
him first about Canada and the U.S.A. where 1 had just 
come from, that I was really shocked at what was going on 
here and something had to be done. I did tell him that, 
in my opinion, Bank rate had got to be raised and raised 
properly, but it was no good doing it unless tire Govern- 
ment were going to make a statement as well, so that it 
would be really worthwhile, and that everybody in this 
country was going to be made to realise what the situation 
was and pull their own oar. That is the kind of thing I 
said to Mr. Mynors, certainly, in the first meeting. 

7393. And possibly at the second? — And .probably at 
the second. 

7394. Is it possible that this phrase of Mr. Mynors about 
the swingeing rise in interest rates was based upon your 
firm and forceful expression of opinion to him? — 1 would 
be very flattered, if I felt he was taking my words. 

7395. At any rate, when that meeting was over, did you 
feel tot there wias a possibility that ito Bank of England’s 
course would coincide with the view that you formed as 
to the course that should be pursued? — I think it was quite 
inevitable from, I would say, the end of August until it 
occurred. 

7396. That is to say from your return from Canada? — 
Before my return from Canada. The moment I saw the 
loss of reserves in July. I did not see them until late in 
August because I had been working hard and I took a 
fortnight off up in the Lakes and came back to do the 
rest of my tour of Canadian Banks, and it was then that 
I learnt of the appalling attitude of bankers on that side 
to sterling. 

7397. When you regarded it as quite inevitable over that 
long period, I suppose, that after your interviews on the 
2nd and 12th September with the Deputy Governor, you 
were hoping that the Bank rate would be raised as speedily 
as possible? — No. I thought that the other side of the 
argument was, what the Government were going to do, 
what the Government would say, and what they would 
say about spending and how they would face up to wages 
in the nationalised industries, was more important than 
Bank rate, and I would not have liked to have seen the 
Bank rate raised without something like that going with it. 

7398. You would like to see the two together? — Yes. 

7399. I will come back to it because I want to get it 
clear. After your interview with the Deputy Governor 
on the 12th September, did you think that a rise in the 
Bank rate the following Thursday was likely? — Not in the 
least. It was not discussed. 

7400. I was not suggesting that it was discussed, but 
I was saying ait the conclusion of it, perhaps as a result of 
what was discussed. — Wait a minute i am getting muddled, 
I think, between the 2nd and the 12th, am I not? You 
are talking of the 12th? 

7401. Yes.— Which is one week before Bank rate was 
raised. 

7402. Yes. — I certainly would have felt it was nearer. 
I will tell you why. There is a perfectly good answer to 
that. The second lot of figures of losses of reserves— 
$225 million of reserves were lost during August to this 
country — was published on the 5th September. I expected, 
in my own mind, on the publication of those reserves that 
the run on sterling would be practically insupportable ; 
in fact I was very, very worried about it. To my relief 
the results were not exactly what I had expected. 

7403. Is the position then, that you see the Deputy 
Governor on the 2nd, you see him on the 12th, and on 
both occasions you make your personal views absolutely 



clear to him, and that you, after the meeting on the 12th, 
thought that there was — I do not want to put it too high 
— a distinct possibility that the Bank rate would be raised 
the following Thursday? — I would not like to say the 
following Thursday, but a distinct possibility that, in fact, 
the inevitability that the Bank rate must be raised on 
some Thursday in the future and the not too distant 
future because things were running out of hand. 

7404. Now we know you had this meeting on the money 
day at Lazards on the Friday. That was the next thing? 
— The very next day. 

7405. I am trying to follow it for clarity in chronological 
order. I wanted to come to that only to ask you this, 
because we have a lot of evidence about that with which 
I gather you do not disagree when I asked questions 
about it? — Quite correct. 

7406. There was general agreement that the liquidity of 
Lazairds should be improved? — That is right. 

7407. There was no decision or discussion about selling 
gilt-edged, or the time of sale or what quantity should 
be sold? — No. I would have said my recollection was 
whether I just thought “There is nothing else to it except 
sell gilt-edged ”, or whether somebody said : “ We shall 
have to sell gilt-edged ” — I think somebody did say, and 
I would guess that it was myself, if anybody did, because 
it was inevitable if you were going to improve your 
liquidity ; there was only one way to do it, and that 
was to sell gilt-edged. I fully realised at the time that 
that meant we should have to sell gilt-edged. I do not 
dispute it at all. 

7408. You did not give your mind at that time to any 
question of the extent of the sale? — I certainly did think 
about it and I thought it would be a million and a million 
that we would have to sell and I thought perhaps even 
a million and a half, but that was the kind of thing I 
had thought of. 

7409. A million to a million and a half? — Yes. 

7410. You said a million and a million? — A million 
or a million and a half was vaguely in my mind. 

7411. But no reference at all to that sum? — Not on 
Friday, no. No, I think we all decided to sleep on it 
over the weekend. Friday is not a frightfully good day 
to go selling on the market in big amounts and I think 
we decided we would like to see what happened over the 
weekend, too. 

7412. You were all going to sleep on it over the week- 
end? — Quite. 

7413. The weekend being over and you all having 
considered this over the weekend, you come to Lazards 
on the Monday morning? — I did. 

7414. Did you communicate to anyone the result o 
your weekend reflections? — On that subject? 

7415. Yes? — No, I did not. As a matter of fact, i 
would not have given it another moment’s consideration, 
because once the decision in principle is made it is up 
to the people who run those departments at Lazards to 
do it. 

7416. But you did say just a second ago, “ We were all 
going to sleep on it over the weekend ”? — Quite right. 

7417. That included you? — Yes. 

7418. And you having reflected upon it over the week- 
end did not, I gather, communicate the result of those 
reflections to anyone? — No, because I felt exactly the 
same as I did on Friday. 

7419. Did you make any enquiry to find out whether 
any of your colleagues felt exactly the same as they did 
on Friday? — No, I was slightly busy on the Monday and 
I was told at 12.45 by to Governor of the Bank of 
England there was going to be a rise in the Bank rate. 
From that moment on I felt I could not discuss the thing 
at all. If I asked had they sold gilt-edged and they had 
not sold, what am I to do? I cannot tell them to sell, 
otherwise I am doing it with information from the Bank 
of England. If they say they have sold and I do not 
think it is enough or I think it is too much, there is nothing 
I can do about it without giving away information which 
I am not entitled to give away. 

7420. Of course, you could have enquired — what time 
did you get to the office on the Monday morning — 10 
o’clock? — Half past 9 and I would have been busy up 
till certainly 10 to 11 when I would have gone into the 
morning meeting. I would have had the heads of depart- 
ments up and my partners, whoever were .there — and we 
can see that from these minutes so-called — would have 
been there, and I would have had to have, left in time 
to get over to the Royal Exchange for a Management 
Committee which was starting at 12.15. 

7421. I just want to put this to you as we are on this 
point : you have explained your position in relation to that 
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of the Managing Directors. I suppose it is essential in 
a business like Lazards that each one of you should 
keep the others informed ias much as possible of what is 
going on — not necessarily consult but inform them? — Yes, 
and that is why ibhis wretched sheet which -is called a 
minute as drawn up. It really is not a minute of the 
meetings ; it is a record of things that are done during 
the day especially so that the Managing Directors shall 
know what has been done. 

7422. It ds a reoord of things which are done but not 
necessarily a reoord of decisions? — Absolutely never a 
record of decisions, except underwritings or something 
like that. 

7423. Is not that regarded as important ; for instance, 
that there should be information given of decisions made 
by centain .Managing Directors to the other Managing 
Directors, even before the decision has been implemented 
by, say, a purchase or sale of shares? — May I take_ it 
from my side of the house, that is to say, the banking 
side. I have frequently taken a commitment of a million 
or a million and a quarter pounds an a credit — one’s 
so-called syndicate credits. I have discussed nothing with 
any partner before I have taken that commitment, but 
they are committed as much as I am. I have written 
a memorandum, which in time will circulate to the whole 
lot and by the .time seven busy people 'have got that 
memorandum the seventh one probably will not have 
seen it for ten days. But that is our system of informing 
each other what we have done, and that is my side. 
Mr. Brand’s system comes from thus report of the morning 
meetings and I am perfectly satisfied to .receive it that 
way. There ds nothing very much in selling a million 
and a half gilt-edged, you know. Al you are doing is 
selling them and getting money. 

7424. I appreciate that, but I am not so sure I entirely 
agree with you there ds nothing much in selling a million 
and a half ordinarily ; I agree with you as applied to 
Lazards. What I am really coming to is this : you have 
this morning meeting that morning after you have gone 
away all over the weekend to reflect upon the problem 
discussed at the money meeting on the Friday. Someone 
who does not know how Lazards works might think it 
natural that when you all meet together on the Monday 
morning there should be some reference to the subject 
you were all going to reflect upon. Is your recollection 
clear that there was no reference by anyone upon it at 
all?— I am absolutely dear there was no reference by 
anyone whatsoever about if. 

7425. Then you were summoned to meet the Governor 
of 'the Bank. Were you surprised by lihe Governor’s 
statement to you? — No, I do not think I was. 

7426. Was there any discussion? — Oh well, I suppose 
we had a 10 minute talk. 

7427. No reference to the Vickers issue? — None at 
all, no. 

7428. What happened between that meeting and 
5 o’clock (I think it was) that afternoon to bring the 
Vickers issue to your mind?— Well, I must be rather a 
slow reactor, because had I .been a quicker one I would 
have .thought of At at ithe first meeting with the Governor 
of the Bank of England, hut I did not think of the 
Vickers issue at that time. In the meantime it came into 
miy mind that here was ithe biggest transaction that had 
been done in ithe Gity or was going to be done in the 
Oity for donkey’s years, except for the Steel Oompany 
of Wales, which had 'been left something like 92 per cent, 
with' its underwriters and clogged 'the market for months. 
Here was another one and At was going to do the same 
thing ; it was inevitable if these two things happened one 
after the other that the market was going to get clogged. 
I did feel that .it wias wrong to do the two together and 
I went to say so and to ask whether it was not possible 
to postpone the Bank rate rise until the Chancellor of 
the Exchequer had got to .the International Monetary 
Fund and At could be done then. The answer was Chat 
practically every Cabinet Minister in ithe place would be 
in Canada or America and you could not do it then. 

7429. Let us just see if we can see what the position 
was at that time. At 12.45 when you saw the Governor 
you knew that Morgans were underwriting .the Vickers 
issue? — I (knew they were going to underwrite it. 

7430. You did not know whether .they had signed the 
firm contract?— I did not know, no. 

7431. But you knew because of ithe informal offers? — 
Yes. 

7432. You knew that Lazards and .the Royal Exchange 
would be morally bound?— -If they did it at the right 
price, yes. 



7433. And it was your view that if that issue was a 
flop it would affect the chances of subsequent issues being 
successful? — I felt it was going to be a olog in the wheels 
of ithe City’s function, that it was going to cause 
indigestion. 

7434. I appreciate .that, but I ought to put this to you, 
because one wants to cover the whole ground. Lazards 

is, of course, an issuing house? — It is. 

7435. Had you any issues under contemplation in the 
immediate future? — I ithink we were studying, in fact 
bringing almost to a climax the Monsanto Chemical 
Industries at the .time. That was much smaller ; I think 
it was £3 million, something like that. 

7436. If the Vickers issue flopped would that prejudice 
the Monsanto, issue at .all? — Heavens, we would not have 
gorie on with it! 

7437. I suspected that would 'be your answer. You 
had on that 'afternoon of the 16>tih made your fears per- 
fectly clear to ithe Governor of the Bank of England, 
had you not? — About the Vickers issue and .the Bank 
rate? 

7438. Yes? — I had ; I do not think as forcefully as I 
should have. 

7439. What was his reaction? — His reaction was : “ Well, 
I really do not see what can be done about it, because 
we cannot postpone the Bank irate decision, because the 
Chancellor is going out to 'the International Monetary 
Fund”, and I think, if I remember rightly, the Prime 
Minister was going to Ottawa, and .the Head of t.he 
Treasury and the second head of .the Treasury would 
be out at the I.M.F. It just did not work out and he 
put it absolutely clearly .to me that you could not post- 
pone 'the Bank rate decision, and I was satisfied. 

7440. There was never at that meeting any question 
raised of postponing .the Vickers issue? — What are we 
talking about? 

7441. I was talking about .the meeting you had with 
the Governor of the Bank of England at 5 o’clock on 
the 16th?— That is the Monday? 

7442. Monday? — No, not on Monday. May I have 
your question, because I was thinking of ithe next day. 

7443. I am sorry if you jumped ahead of me, because I 
want to take it chronologically and I will try and make it 
dear, when I come on to the next day. At that meeting 
at 5 o’clock on the Monday there was no suggestion put 
forward of postponing the Vickers issue? The only sug- 
gestion was postponing the Bank rate rise, is that right? 
— No; the Governor will have to confirm .this, but my 
impression is that I discussed both things: what could 
be done about the Vickers issue? 

7444. What was hiis reaction at that interview to your 
question: what could be done about the Vickers issue? 
— I thin k it really tailed off on to a discussion about the 
Bank rate question and that that could not be postponed. 
On the Vickers issue I think what the Governor said to 
me was : “ Has it not gone pretty far? ” I said : “ It has, 
but it is never too late to mend ”, so to speak — 'that tone 
of voice, more or less. 

7445. Now I want to come to the 17.th. You were at 
the morning meeting?— Yes. 

7446. And according to the record there was a refer- 
ence at that meeting to the Vickers issue. Do you remem- 
ber that?— I am clear in my mind 'that either there was 
no reference at that meeting and that was just put in — 
there are three alternatives — or as I left the meeting a little 
bit early, because 1 had one of my Rolls Royce directors 
up from Derby, who arrived 10 minutes early, 20 past 11. 
and I left before the meeting was entirely finished and 
therefore it may have been puit up to the meeting then ; 
or I was reading the papers in fronlt of me and not paying 
sufficient attention. That is just on the cards, though I 
do no't think even reading .through an important letter I 
would not prick up my ears at the mention of the word 
Vickers, because the person who would have mentioned 

it, Mr. Loder, would be sitting immediately on my left. 

7447. I do not know that any very much importance 
attaches to that?— Oh, yes. If I had known that the 
Vickers underwriting was out, was literally in our house, 
in 11, Old Broad Street, it was a waste of my time to 
go back to the Governor and talk about postponing it. 
That is why I say I am clear that either I missed the 
point at the meeting or it was not actually put up at 
the meeting. 

7448. Then I gather you saw Sir George Bolton at the 
end of another board meeting?— At the end of the Bank 
of London and South America meeting. 

7449. Still feeling disturbed about the Vickers issue and 
the future issues, because that I gather was really the main 
thing in your mind? — That and relations between the 
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City and the Bank of England — 'the public relations ox 
the two. 

7450. You were still so disturbed that you*discussed the 
matter with him? — I did. 

7451. And after that you went to see the Governor 
again? — Well, Sir George strongly advised me to go back 
to see the Governor again, and fortified by that advice I 
went back and saw the Governor again. 

7452. Fortified by that advice, were you a little more 
forcible with the Governor?— I think I put my case as 
forcibly as I could and to the tune of being successful 
and being allowed to see Lord Bicester. 

7453. That is what I want to ask you about, because I 
would like you to deal with that. You had been a Director 
of the Bank of England for 10 years? — Yes. 

7454. You are not on the Committee of Treasury? — I 
cannot be, because I am Governor of the Royal Exchange. 

7455. But when you take a matter of this sort up with 
the Bank it is a matter which one would agree affects 
the Bank a very great deal, does it not? — Certainly it 
does. 

7456. Because the Bank have to approve the time of any 
issue, is that not right? — Correct. 

7457. One can understand a Director raising a subject 
like this either at a meeting with other Directors at a 
Board meeting of a company, something like that, or 
informally with other Directors or with the Governor : 
but why was it not left to the Governor of the Bank of 
England, if he fell it was right to raise this matter with 
Morgans, to take the initiative of seeing Lord Bicester 
about it? — Why was it not left to him? 

7458. Yes? — I suppose, first, you say that it was about 
5 o’clock, was it not, on a Tuesday evening, and the 
Governor has a lot to do — 'his whole day is full up — and 
1 had been pestering him to be allowed to do something 
on this before it was too late, and it meant immediate 
action and the only person really who could take imme- 
diate action was myself. 

7459. Was that really so?— I consider it perfectly 
•natural that I should be allowed to 'go and talk to a 
colleague on the Bank of England — do not forget he was a 
Director of fhe Bank of England — about the Vickers 
business. And Morgans and ourselves are probably closer 
than any other two .issuing houses in the City of London ; 
we discuss intimate details of every kind and description. 
T do not think Lord Bicester would find it in the least 
surprising that I should come to him and say to him: 
“ Look here, Rufie, is it too late to stop this business or 
not? ” 

7460. I dare say he would not, but what I am trying 
to get at is this, because it may have some significance 
or it may not, but I think it ought to be cleared up. The 
picture, if I understand it correctly, is that you were feel- 
ing such concern about this that you very properly went 
and raised it twice with the Governor, on the second 
time more forcibly than the first? — Correct. 

7461. The point I am putting to you about that is this: 
it really being the Bank’s business — and surely you are 
prelity well as busy as the Governor of the Bank of 
England normally, are you not?— Well, I would not like 
to argue. 

7462. It really being the Bank's business, why did you 
not suggest to the Governor of the Bank that with all 
his authority as Governor of the Bank he should see Lord 
Bicester? — Because he told me I could go with his 
authority to see Lord Bicester. Lord Bicester knew that I 
had talked to the Governor. I was entitled to say to 
Lord Bicester : “ I have discussed this with Jim — with the 
Governor and I am coming on to see you”. 

7463. Of course, the effect of postponing the issue if 
it had 'been possible to postpone it— I would just like to 
see if you agree with me about this — would have been 
to release the underwriters and sub-underwriters?— No, 
because I did not realise— had I realised that Morgans 
had signed the contract, that the sub-underwriters had 
undertaken their sub-underwriting, I would no more have 
suggested cancelling that Vickers issue than fly over the 
moon, because the City does not do that kind of thing ; 
you are committed. 

7464. Once you learn that you are committed, really 
the rest of the conversation with Lord Bicester was use- 
less? — Useless with Morgans ; he told me they had signed 
the contract the day before and had posted to the sub- 
underwriters that day. 

7465. I would like you to confirm this, in case I was 
guilty of inaccuracy in opening this: the underwriting 
having been effected with Morgans, any subsequent post- 
ponement of the issue then would have released the 



underwriters from their obligation, would it not? — I do 
not think I have got your question clearly. 

7466. I will put it again. There is no trap in it, I 
hope. I merely was saying this, that if after the issue 
had been underwritten by Morgans there had been an 
effective decision to postpone the Vickers issue, that would 
have released the underwriters from their obligation, 
would it not? — No. Once they have put their name to 
the underwriting they have said, “ We will provide you 
with £30 million,” and once they have put their name 
to that Morgans would provide them with £30 million. 

7467. Even if the issue is postponed? — They have no 
alternative if they have signed the document. 

7468. Supposing the directors of Vickers say, “ We are 
going to make .the issue in a fortnight’s time, and not 
the time you thought we were going to"? — And “we 
will release you from your commitment ”. 

7469. I do hot know the terms of the contract, but 
would not it ordinarily follow .that they were released? — 
If Vickers said, “ We will release you from your contract 
which you have signed, and we will wait to do the .issue 
later, in six months’ time,” let us say, then of course 
Morgans and any other underwriter or sub-underwriter 
would be released, but we were not— nobody asked for 
that. 

7470. You were here, were you, when Lord Bicester gave 
his evidence? — I was. 

7471. I need not lake you through .that again, but you 
agree, no doubt, with what he said? — 1 thought every- 
thing he said seemed to me perfectly correct. I have 
not seen a transcript of it, but . . . 

7472. Your recollection ? — My recollection is 

absolutely. 

7473. Just finishing with Lazards, apart from references 
to it, perhaps, immediately after your return from Canada, 
you had given no indication of any kind as to your 
views as to the desirability of selling gilt-edged except, 
I think, a reference .to liquidity on the 13th. Is that 
right? I think it is? — You are now talking of Lazards? 

7474. Yes? — That is right. There had been the Farn- 
borough Show, if you remember, the week before, and 
as Rolls-Royce I spent my week at Farnborough, and I 
had not had very much time to get down to business 
before this at Lazards. 

7475. Now we come to the Royal Exchange. Was that 
correctly described as a unique transaction in the history 
of the Royal Exchange, all those sales on the 18th? — 
No, I think it is an intolerable suggestion that it is a 
unique transaction. I would like to go right through the 
annals of the Royal Exchange, because I have not studied 
it undoubtedly like Mr. Cooper has, but it did not strike 
me as anything unusual. 

7476. Well, it did not strike you as that? — Under the 
circumstances. 

7477. I have asked each witness from the Royal 
Exchange, I think, whether they could give any precedent 
for sales of that magnitude occurring on one day? — I 
think last year they produced one of £750,000, did they 
not? 

7478. Yes, half this magnitude? — Well, you mean 
£1,500,000? 

7479. Yes? — They are both big in your conception. 

7480. They certainly are. And there is a considerable 
difference between tihe two? — ‘But, you know, we do 
not honestly think quite that way, if I may say so, really 
and truly. When you are running a corporation with £85 
million of assets and £25 million of gill-edged securities, 
if you sell £1,300,000 of gill-edged securities leaving you 
with roughly £24 million of gilt-edged securities you do 
not think of it as anything very big. At least, I do not, 
I am afraid. 

7481. Did you have any discussion with anyone at the 
Royal Exchange about these sales or the desirability of 
selling gilt-edged before this meeting? — Absolutely none 
at all. 

7482. When you came to the meeting of the 18 th Sep- 
tember, can you remember, did Mr. Cooper base his case 
primarily on the need for increased liquidity or primarily 
on the need for meeting commitments? — If I remember 
it rightly, I do not know whether I am using words 
absolutely accurately, but I think Mr. Cooper told us he 
thought the whole general outlook looked lousy, and as 
far as he was concerned he did not see how this rot was 
going to stop. He would like to see the corporation in 
a position to meet all its liabilities in the near future 
plus — and I think the word “ plus ” was used. Now, I 
was in no position to partake in this discussion. I sat 
in the chair and I asked Lord Weeks afterwards, after 
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this whole thing started, did I give any signs away, and 
he said, “ Only one thing, I did think that you looked 
particularly ‘ po-faced ’ that day.” And that is all I could 
do. You cannot do anything else. You cannot give a 
lead under these conditions. 

7483. I would just ask you to agree with this. Looking 
at your statement, paragraph 19, you put there, maybe 
not quite correctly, that Mr. Cooper’s case was based 
? — I am sorry, may I find it? 

7484. It is paragraph 19. I want to get this quite 
correct. There you appear — I need not read the whole 
paragraph again — to be saying that Mr. Cooper was asking 
for commitments to be met? — Quite right. 

7485. There is nothing in that paragraph, is there, to 
indicate that he was urging upon you all the need for 
increased liquidity? — Well, I had not met you then, sir, 
otherwise I would have put it in. 

7486. I hope that meeting me would not have led you 
to put in something that was not strictly necessary? — No, 
it was not that, but I would have been more detailed. 

7487. Just one further matter upon that. You paid a 
good deal of attention, I suppose, to the figures that he 
mentioned? — I did, yes. 

7488. And when he came to the figure of £257,000, or 
rather when Mr. Roberts mentioned it, for the fire claim, 
did that strike you as in any way unusual? — It did rather 
register with me, because I knew it had been a very big 
fire. I had not realised what our gross figure was on it. 
As a matter of fact it shocked me a little bit that we 
did have a gross figure of £250,000. 

7489. Did you realise at that time what Mr. Roberts, 
the expert in these things has told us today, that the gross 
figure is ordinarily the net figure so far as the loss is 
concerned? — I have only been 30 years in insurance, but 
I have acquired — and it is absolutely true — I have only 
just acquired that in the recent year, but I do know that. 

7490. There is a little difference between them? — It is 
very complicated. 

7491. I will not ask you about it now, but I would be 
interested at some time to learn what really is the point 
of reinsurance in those curoumsitances. Let me come back 
to the point I want to ask you about. You wrote to the 
Governor of the Bank of England on the 27th September, 
did you? Have you got that correspondence with you? — 
You mean the letters I asked for from Mr. Cooper? 

7492. Yes?— Yes. 

7493. Perhaps we had better put those in. Did you 
write on the 27th September from 11, Old Broad Street 
to the Governor of the Bank of England in these terms : 
“With reference to your letter of 27th September and to 
our conversation at the Bank of England this morning, 
I enclose a signed statement by Mr. C. A. S. Cooper, the 
Investment Manager of the Royal Exchange Assurance 
together with a statement signed by those present at the 
Treasury Committee held at 12.45 p.m. on Wednesday, 
18th September, 1957. I am fully satisfied that the deci- 
sion of the Committee to authorise a sale of gilt-edged 
as recommended by the Investment Manager was taken 
without any knowledge or suspicion of any impending 
action by the Government or the Bank of England and I 
confirm that no mention of a change in Bank Rate 
or of a statement by the Chancellor of the Exchequer 
was referred to in the discussions of the Treasury Com- 
mittee. In my opinion the reasons given by the Invest- 
ment Manager to support his recommendations were more 
than adequate to justify the action taken which was 
entirely in the normal course of business.” — Yes. 

7494. Now we ought to look at the documents enclosed 
with that. Did you enclose with that a memorandum 
under the heading : “ Memorandum for the Governor 
relating to the meeting of the Committee of Treasury 
held on 18th September, 1957 ”? — Yes. 

7495. Then it sets out who were present? — Yes. 

7496. And who attended? — Y es. 

7497. This is Mr. Cooper’s memorandum, is it not? — 
That was done entirely by Mr. Cooper. 

7498. “1. I asked the Committee to accept approxi- 
mately a £615,000 participation in the sub-underwriting of 
the Vickers new issues, that is to say, £215,000 6 per cent. 
Loan Stock and 250,000 Ordinary Shares with an issue 
price of 33s. per share. The Committee agreed to accept 
this offer despite my admission that we might ultimately 
have to take up some £400,000 in value of Vickers Ordin- 
ary Shares. 2. I then reported that in addition to our 
potential Vickers commitment we had in 1 the next few 
weeks to find some £150,000 instalments on our very 
large Shell and B.P. tanker loans. Further the Accident 
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and Fire Departments had warned the Cashier of impend- 
ing payments of some £300,000 to which Mr. Roberts 
added that our gross loss of £250,000 on the Manchester 
drapery store (destroyed 'by fire) might shortly have to be 
met. I then made my recommendation which is recorded 
in 'the Treasury Agenda as follows ”, and then he sets 
it out. Then in brackets he says : “ (In the event the 
interim dividend was to cost approximately £270,000 
net . . . ). The Committee approved my recommen- 
dation ”. Pausing there for a second, does that record by 
Mr. Cooper accord with your recoHeation of what hap- 
pened at that meeting? — I think he could ibave been more 
detailed if you had wanted it. 

7499. But I am asking you whether you agree with iit, 
whether your recollection agrees with what is stated 
there? — Yes, it does. 

7500. Then he gives particulars of what he sold without 
delay? — Yes. 

7501. And ithen he gives the total of commitments which 
he mentioned to the Committee ,to which I referred this 
morning? — Oorxect. 

7502. With that did you send another document saying : 

“ We (have read the attached statement, dated 27ith Septem- 
ber, signed by Mr. C. A. S. Cooper with which we arc 
in entire agreement,” and you signed that together with 
Mr. Farrow, Lord Weeks, Mr. Roberts, Mr. Calvert, and 
Mr. Scott? — Correct. 

7503. Did you also 'that same day send to the Governor 
a further letter dealing with Lazards? — I did. 

7504. “Dear Mr. Governor, As agreed with you this 
morning I have asked Mr. Brand to prepare a memoran- 
dum on the decisions taken by my colleagues concern- 
ing sales of gilt-edged securities which I now enclose. 
I confirm that I was not present at the meetings when 
these decisions were token and that the other Managing 
Directors who were present at those meetings have added 
their signatures to the memorandum. In my opinion the 
decisions made were right under the circumstances and 
I am quite certain that no-one concerned with the 
decisions had any inkling whatsoever of impending action 
by the Government or by the Bank of England. Yours 
sincerely, Kindersley.” And then a P.S. “ In between 
27th August and 18th September we had had to sell 
£24 million gilt-edged and we had called £500,000 loans 
to local authorities at 7 days’ notice." 

Mr. MacKonna: I wonder whether Lord Kindersley 
might have a copy of the latter. 

7505. The Attorney-General : I am sorry. I thought 
you had it? — I thought I had, but I have not. ( Copy 
handed to the Witness.) 

7506. You now have a copy of the letter of the 22nd 
September relating to Lazards? — Yes, I have it now. 

7507. The P.S. says : “ In between 27th August and 
18th September we had had to sell £24 million gilt-edged 
and we had called £500,000 loans to local authorities at 
7 days’ notice.”? — Yes. 

7508. That did not portray the position accurately, did 
it? — Did it not? 

7509. There is no indication there given to 'the Governor 
of the Bank of England that what you had in fact done 
was to sell £1,400,000 on 'the 17th and 18th September, 

and that the other million was one lot ? — Was this 

not a covering letter to a statement by Mr. Brand and 
by the rest of my partners headed “ Minute ”? 

7510. We will read that straight away. We will come 
back to the letter. You may be right. It may emerge 
from that. Let us look at the next document: “The 
position of the question of the firm’s investment policy 
was discussed at the Morning Meeting on Friday, 13th 
September, and it was pointed out that deposits, including 
current accounts, had fallen to a new low level of £8 
million. As there was obviously going to be great uncer- 
tainty concerning the starting position during the coming 
weeks — and particularly during .the period of the meeting 
of the I.M.F. — it was suggested that further sales of 
British Government securities should be made. The 
position was reviewed again on Monday, 16th, and, after 
Mr. Brand had been consulted on Tuesday morning Mr. 
Meincrtzhagen was given authority to sell up to £2 million 
of Government securities. He was asked to do this in 
such a way as' not to press .the market. (In fact, £1 million 
of Government securities were sold on Tuesday and 
£450,000 on Wednesday).” So that makes it clear?— That 
is right. 

7511. Then “ No-one present at the meetings on Friday 
or Monday had, or purported to have, any pre-knowledge 
of what action Her Majesty’s Government intended .to 



Lord Kindersley 



Printed image digitised by the University of Southampton Library Digitisation Unit 



11th December 1957 



Lord Kindersley 



193 



take.” That is signed .by Mr. Brand, Mr. Marris, Mr. 
Macartney- Filgate, and Mir. Meinertzhagen? — Thank you. 

7512. Did you also enclose on the same day with a 
further letter a letter from Mir. Cooper giving details of 
the sale .of gilt-edged securities for funds other than those 
of .the Royal Exchange proper? — Yes, (that is conrect. 

7513. And did you say : “ I have purposely set these 
out separately as the funds do not come before the 
Treasury Committee and any action taken on them by 
the management is invariably in keeping with the policy 
of the Royal Exchange itself”? — That is correct. 

7514. I do not think that I need read .that letter, but 
there was full disclosure, was there not? — Yes. 

7515. I think those are really all the questions about 
the history of this that I feel it my duty to put to you, 
but perhaps I ought to ask you this. You had, of course, 
a very onerous duty .to discharge as director of the Bank 
of England? — Yes. 

7516. Equally onerous, perhaps — I do not know — were 
your duties as Governor of the Royal Exchange? — Yes. 

7517. And as Chairman of Lazards? — And equally 
onerous of Rolls-Royce, .too. 

7518. There may .be others of equal burden. But it 
would, of course, be your duty, would it noL, as Chairman 
of Lazards, .to give Lazards the benefit of all your know- 
ledge, experience, and skill? — No. Tit would until I am 
put into the position of having special knowledge acquired 
from the Bank of England, special knowledge acquired 
from any of the other companies, which I should not 
pass on, and after many years now I have found that 
1 can to my satisfaction divorce the knowledge which I 
know I have acquired from the Bank of England or one 
of .the other companies, from my normal business judg- 
ment if l happen to be placed in the unfortunate position 
of having to give a business judgment. I know that it 
js a difficult, tiling, and it is difficult, and I have been 
in a very awkward situation many a time. If 1 can 
avoid discussion 1 avoid it, l avoid it like the plague 
in faot, but if I have got to discuss it I have found myself 
quite capable of doing that. 

7519. Buit on occasions you have found a serious con- 
flict of duty or interest, whichever way you like to regard 
at? — No, not of duty, because it is quite simple really 
for anybody to say to themselves, “ Well, now, if you did 
not know from the Governor of the Bank of England 
that there was going to be a rise in Bank rate 
tomonrow, be honest with yourself, if you did not know 
it, what would you say to these chaps?” 

7520. I am not quite sure that we are really on the 
same point?— I beg your pardon. 

7521. iMay I just pult this to you : Just assume for a 
moment that you were not a director of the Bank of 
England? — Yes. 



7522. And you were only Chairman of Lazards? — Yes. 

7523. .lit would be your duty as Chairman of Lazards 
to give Lazards and their shareholders the full benefit 
of all your knowledge, experience, and sbil, would it 
not? — Absolutely. If is today. 

7524. So it does mean this, does it not, that when 
you become a Director of the Bank of England you 
are not in the same position to give them the full benefit 
of your knowledge, experience and skill as you were 
before you became a Director? — As great a benefit as 
before. 

7525. You can? — I cannot give them the extra that 
comes as a soupcon from the Bank of England. 

7526. Do you think it possible that despite your efforts 
ait dissimulation, at which you may be highly skilled after 
all these years, others may draw an inference from your 
demeanour when someone raises in your presence at one 
of these other meetings a question which is somewhat 
embarrassing? — I do not think I have ever given any- 
thing away by looks. 

7527. On these occasions, ever since you knew of the 
proposal to raise the Bank rale two points, are you saying 
— I want to ask you positively upon this — that you are 
satisfied that you neither directly or indirectly gave any 
information or any hint to any person that such a rise 
was to come about? — Neither directly nor indirectly nor 
by hint. 

7528. Finally, you are not a member of the Committee 
of Treasury, are you? — No, I am not. 

7529. You tire a member of the Count of Directors 
which meets on the Thursday? — Yes. 

7530. One can understand the Governor seeing you on 
the Monday to ascertain your views on various matters. 
Can you perhaps say what was the purpose behind telling 
you on the Monday of his intention to raise the Bank rate 
two points on the Thursday? — I must think of this 
question rather carefully. Would you just put that again? 

7531. Can you tell the Tribunal what you conceived to 
be the purpose of the Governor telling you on the Monday 
of his intention to raise the Bank rate by two points; 
that is putting it quite shortly. One can understand the 
reason why he would want to sec you to hear your 
views on the general situation, but what was the purpose 
— do you know? — of telling you what he proposed to do 
ithe following Thursday? — Yes. I thank there is no ques- 
tion about that, that the Governor certainly would 
want to know, on a question as important as that, that 
he had his Count with him. Has Treasury Committee 
he can discuss it with the day before, buit the other 
members of the Court he cannot discuss it with. Just 
think of the awkward position if he had made all his 
arrangements, and I stand up in the Count on Thursday 
and say : “ I just do not agree with it.” 
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7532. Chairman : I have very little to ask you, but I 
want to got certain things clear. In the first place, of 
course, rumours have circulated, and no doubt some 
people think you personally may have made money or 
saved yourself a loss out of certain transactions? — Yes. 

7533. Supposing these gilt-edged securities of Lazards 
and the Royal Exchange had noit been sold, would you 
personally be financially any better off?— To such an 
dnfinitestimal degree. Might I toll you my shareholding? 
In Lazard Brothers I have 1-48 per cent, of the share 
capital. I have a Managing Director's agreement which 
gives me 7 per cent, of the profits after this, that and 
the other — a complicated agreement. In Lazard Invest- 
ment' Co., Ltd., I have 8-1 per cent, of the deferred share 
capital — and if you remember they had had £500,000. 
gilt-edged securities which had not moved for months. 
In the Royal Exchange I have -035 per cent, of the capital 
of the Royal Exchange. In the British Match Corpora- 
tion I have -008 per cent, of the British Match Corpora- 
tion capital. In Rolls Royce I have -0036 per cent., and 
in the Bank of London -04 per cent, of the capital. They 
would have to sell many millions before it really brought 



anything to me. 

7534. Now sub-underwriting. We get the so-called 
minutes or reports, which I think you agree are not very 
satisfactory?— No. I am going to have them altered. 

7535. The report of the 17th September, you see, does 

purport to show you there the whole time. Have you got 
the record? — Yes, I have. . 

7536. Whoever writes this up apparently puts in that 
somebody is there only part time. If you look at the 
20th September that is true ; you see Mr. Brand and Mr. 
Filgate are put as “part time”?— Yes. May I say that 
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that is part time because Mr. Brand would have left that 
meeting after the first five minutes, saiy, and Mr. Filgate 
would have gone out after the first ten minutes, and the 
meeting went on for, say, forty minutes, and they would 
be marked “part time”. Anybody who left when the 
main department had been up and there was really nothing 
of importance to be discussed, I do not think would be 
marked as part time if he stayed there, say, until twenty 
past eleven. 

7537. I do not know if you heard Mr. Lodcr give 
evidence the other day? — Yes, I did. 

7538. I think his feeling is, although he is not too sure, 
that this may have been written up afterwards, but that 
at the meeting he did ask for approval of the acceptance? 
— Of the Vickers Armstrong? 

7539. Approval for the acceptance of the sub-under- 
writing of Vickers? — Yes. 

7540. You cannot remember that? — The only thing I 
could say is that I would be crazy to have gone and taken 
all the trouble I did over this Vickers thing if I had known 

. that on the morning of the Tuesday. It was an absolute 
waste of my time to go and worry about the City and 
the underwriting, and so on. 

7541. And that would equally be true, would it not, if 
you knew Morgan Grenfell had underwritten, but that 
the sub-underwriting had not been done? — Even if I had 
known Morgans had signed up, surely so. 

7542. Because they would only have signed up, as I 
understand it, this sort of provisional agreement which 
you and a number of other concerns would have given 
them to take some money?— Yes. They put out their 
feelers. 
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7543. Sub-underwriting is a sort of club, is it? — Yes. 

7544. The only other matter I am concerned with is 
this question of embarrassment or awkwardness that does 
arise. You say : “ I find I can divorce the knowledge 
acquired as a Director of the Bank of England from my 
ordinary business judgement ”?— I think I can. 

7545. Forgive me for saying it, but it seems to me 
almost superhuman? — I would not say anything like that. 

7546. As you have readily said, I think, it does pro- 
duce at times a very awkward situation? — Very awkward 
indeed. 

7547. Whether you come out of it all right very often 
depends on how good you are at poker? — I take avoiding 
action. I would like to tell you about the reason why I 
did not turn up at the Royal Exchange on the Wednesday 
morning of— 19th September, is it? 

The Attorney-General: The 18th. 

Witness: — when I normally would have turned up 
there at ten to twelve, and I would have seen the 
Assistant General Manager. I would have signed various 
minute books and documents before I went into the Fire 
and Life Committee. I would then go into the Fire and 
Life Committee and in a quarter-of-an-hour, roughly, that 
committee would be over and I would go back to the 
Assistant General Manager’s office and say : “ Did 
Mr. Cooper want to see me at all, before the Treasury 
Committee?” 

7548. Chairman : Mr. Cooper is right, looking back, is 
he not, in thinking that you were interrupting him and 
stopping him from talking? — As I say, I take avoiding 
action — and this is one of the ways I did it. I turned 
up late so that I should not have to talk to Mr. Cooper. 
I even kept the Fire and Life Committee going until 
nearly twenty past so that I should not have time to talk 
to Mr. Cooper, and when I talked to Mr. Cooper I talked 
about Bumham-on-Crouch and his winds and the people 
drowned there. 

7549. It depends who you are dealing with. You would 
take avoiding action with Mr. Cooper, but, I suppose, 
with your partners in Lazards, you would trust them, as 
they have said, not to ask you embarrassing questions? — 
It is an unwritten law in Lazards — it has been ever since 
I have been a Director of the Bank of England and for 
the 32 years my father was — that you do not talk about 
that kind of thing with the person dealing with it. 

7550. It is difficult. Supposing Mr. Cooper, having 
been slightly put out at not having got your advice that 
morning on the 18th, had, at the meeting, asked you 
point blank how much to sell, whether they should sell, 
and so on ; it raises difficulties, does it not? — No. I think 
I would have asked Lord Weekes how much he thought 
ought to be sold, or Mr. Farrow or one of the others. 
If they had said they thought X, I would have said : “ I 
entirely agree. I think that is right,” and Mr. Cooper 
gets his answer that way. 

7551 . This is why I said I thought it was almost super- 
human. We all know that it is no good telling, for 
instance, a jury to put some bit of evidence improperly 
admitted out of their minds. The law says there must 
be a new trial; you cannot be trusted to do that. I 
doubt whether a judge can be trusted to put something 
out of his mind that has been wrongly received. It is a 
very difficult thing to do?— Maybe I have explained this 
badly, but what I think you can do is not allow the 
knowledge you have in your mind to influence a business 
decision. 

7552. That is the ideal at which you aim? — Yes ; and 
I think I achieve it. 

7553. You try. There is another way of looking at 
it too. I suppose you yourself have suffered in the last 
few weeks from the rumours that started about La zar ds, 
perhaps the Royal Exchange and youir name coupled?— 
Very much so. 

7554. From the point of view of the man in the street, 
without having an unduly suspicious mind, he may well 
say to himself : “ That does not look right ”? — I should 
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■think ninety-nine out of a hundred, from the papers, think 
I have robbed the Bank of England. 

7555. I am not concerned with whether you did or did 
not, but it is the principle of the thing. Is it right that 
you, or a Director of the Bank of England should be 
exposed in this way? — -It is a very difficult question for 
me to answer ; in fact, it is invidious for me to answer. 
It really boils down to this : is the contribution Lord 
Kindersley can make to the Bank of England worth the 
■risk of his leaking a Bank rate, or something like that?” 

7556. I am sorry to show my ignorance, but have the 

people who were on the Committee of Treasury of the 
Bank of England outside directorships or are they, so 
■to speak, full-time directors? — I think I am right in saying 
Lord Bicester is one and he is Chairman of Morgans ; 
Mr. Ely 

7557. You said you could not be? — No, because I am 
Governor of the Royal Exchange and we hold our courts 
at the same time as they hold their Treasury Committee, 
and I would have to retire from the Royal Exchange if 
I was to go on the Treasury Committee and I would 
prefer not to. 

7558. Just one last thing. Your letters to the Bank 
of England were all on the 27th September? — Yes. 

7559. Do you know when you were asked ; were you 
asked by the Governor to give details, or how did it 
come about that you wrote those letters? — I talked to 
flhe Governor. 

7560. Can you tell me when that was? — It is awfully 
difficult to think back now, but I would have said, in 
fact I am practically sure, that it was that day, 27th 
September. He said to me : “ You know, there are 
rumours going around that the Royal Exchange has sold 
a great amount of gilt-edged securities on Wednesday, 
19th, and I am rather worried about it.” 

7561. Wednesday, 18th?— Wednesday, 18th. This was 

in his flat. He called me while I was having breakfast 
and said could I come round and have a word with 
him. He said this to me, and he said : “ Can you tell 

me about it? Is it true or not?” and I said : “ It is 

absolutely true, and I am as worried as you are.” I was, 
perfectly naturally, worried because 1 knew the Corpora- 
tion had sold, and there was all this kerfuffle in the 

papers about Bank rate leaks and so on, and I was 

uncomfortable. So then I said to him: “Not only the 
Royal Exchange, but Lazards sold as well.” 

7562. Forgive me for asking this, but you mu 9 t have 
heard of those rumours within two or three days of the 
event? — No. I do not quite know When they started. 
When did they start? The rumours started on quite a 
different subject ; it was the question : somebody had sold 
after-hours. That was an entirely different kettle of fish. 

7563. I imagine (I do not know) that when the transfers 

or the stock came forward within two or three days, it 
was then .that the rumours got about? — Probably, 
although I would not have thought so because with 
high-class jobbers 

7564. Why did you not go to the Governor at once 
yourself? You said .that you did not give the details 
until he asked for them? — Until then it had never struck 
me as worth-while. It had not entered my head that I 
was even looking compromised. As a matter of fact, 
when the Governor did telephone me I was going to 
drop in and have a talk with him because the situation 
•had begun to boil up. 

Mr. Milner Holland : I have no question, thank you. 

7565. Mr. Veale: How often in the course of your 
iten years at the Bank of England has this kind of 
situation arisen ; in other words, a situation which might 
cause embarrassment?— You refer only to Bank rate? 

7566. No ; I would like to know altogether? — You mean 
secret knowledge? 

7567. Secret knowledge, conflicting or making it difficult 
for you in other business interests?— I should think ten 
or twelve times — not more. 

Chairman: Thank you. Lord Kindersley. 



(The Witness withdrew .) 
(Adjourned to tomorrow at 2 p.m .) 
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7568. Is your full name Cameron Fromanteel Cobbold? 
— Yes. 

7569. Are you the Governor of the Bank of England? 
— Yes. 

7570. For how long have you held that office? — Since 
1949. 

7571. I think that, subject to any directions which may 
be given by Her Majesty’s Treasury under Section 4, 
Subsection (1), of the Bank of England Act, 1946, the 
responsibility for fixing the Bank rate lies with the Court 
of Directors of the Bank? — That is correct. 

7572. I think it would be convenient if we were to 
glance at the provisions of that statute. Section 4 (1) 
reads as follows: “The Treasury may from time to time 
give such directions to the Bank as, after consultation 
with the Governor of the Bank, they think necessary in the 
public interest.” You are familiar with that provision, 
are you not? — Yes. 

7573. Then Subsection (2) : “ Subject to any such direc- 
tions, the affairs of tlhe Bank shall be managed by the 
count of directors in accordance with suoh provisions (if 
any) in that behalf as may be contained in any charter 
of the Bank for the time being in force and any byelaws 
made thereunder.” You are familiar with that provision? 
— Yes. 

7574. Then under Section 2, Subsection (2), it is pro- 
vided : “ The Governor, Deputy Governor and other 
members of the court of directors shall be appointed by 
His Majesty.” — Yes. 

7575. Then by Paragraph 6 of the Second Schedule to 
that Act is it enacted that not more than four of the 
Directors may be employed to give their exclusive services 
to the Bank? — Yes. 

7576. Just to clear this up, were any directions given 
to you under Section 4 (1) in relation to these matters? 
—No. 

7577. Whiait Directors give their exclusive services to 
the Bank? — In addition to the Deputy Governor and my- 



self, four Executive Directors, Sir George Abell, Mr. 
Hawker, Mr. Parsons and Mr. Stevens. 

7578. Perhaps we had better get tins on the record too. 
Are the other Directors of tlhe Bank, Sir Oharles Hambro, 
Sir John Hanbury-Williams, Mr. Laurence Cadbury, Mr. 
Basil Sanderson, Lord Kindersley, Mr. Michael Babington 
Smith, Mr. Geoffrey Eley, Lord Bicester, Mr. Frank 
Hawker, Mr. William Keswick, Sir William Henry 
Pilkington, Sir Alfred Roberts. I think that completes 
the list? — I think you missed Sir George Bolton. 

7579. I thought you said he was an Executive Director? 
— No, you read out Mr. Hawker, but Mr. Hawker is an 
Executive Director, and Sir George Bolton was an Execu- 
tive Director until last February. 

7580. Art any rate, that is the complete list, is it? — 
Yes. 

7581. Now I want to take you through your statement, 
and then I shall have some questions to put to you. The 
Bank rate is considered by the Bank of England every 
week? — Yes. 

7582. Do the Governors make a recommendation to 
the Committee of Treasury on a Wednesday morning for 
approval and for submission to the Court of Directors on 
the Thursday morning following? — Yes. 

7583. Is the Committee of Treasury a sub-committee of 
the Court? — Yes. 

7584. In the event of a proposed change is it the normal 
praatice for the Governors to ascertain whether the Chan- 
cellor would agree before they make the proposal to 
the Committee of Treasury on the Wednesday morning? — 
It is. 

7585. Up to the 24th August did you attend each weekly 
meeting of the Court of Directors held on Thursday morn- 
ings during August? — Yes. 

7586. Did you leave England for a holiday abroad on 
the 24th August? — I did. 

7587. During those meetings in August did you propose 
that there should be no change in the Bank rate? — Yes. 
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7588. But did you tell the Count that the Governors 
were watching tihe monetary position closely? — I did. 

7589. During that period were you in touch with Sir 
Roger Makins, the Joint Permanent Secretary to the 
Treasury? — I was. 

7590. Had you intimated to Sir Roger your view in the 
context of discussions about further disinflationary 
measures, that a rise in the Bank rate would need con- 
sideration in the early autumn? — I had. 

7591. Did you arrive back from holiday on Saturday, 
14th September? — Yes. 

7592. Did you go straight to the Deputy Governor’s 
house? — Yes. 

7593. Is that in the country? — Yes. 

7594. Did you spend the following 24 hours together? 
—Yes. 

7595. Did he bring you up to date with the happenings 
of the past three weeks, that is to say, the weeks you had 
been on holiday? — Yes. 

7596. And with regard to the discussions he had had 
with the Chancellor during the past few days? — He did. 

7597. Including the possibiEties of a change in the 
Bank rate? — Yes. 

7598. Were you joined on the Sunday morning by Mr. 
Parsons, the Executive Director, for a talk on the overseas 
and exchange aspects of these matters? — I was. 

7599. Did you come to London with the Deputy 
Governor on the Sunday afternoon? — Yes. 

7600. That is the 15th September. Did you have a 
short formal discussion with Sir Roger Makins at half 
past five? — We did. 

4 7601. And a meeting with the Chancellor, the Economic 
Secretary and Sir Roger Makins at 6 o’clock? — Yes. 

7602. Did you say at that 6 o’clock meeting that you 
had not yet discussed the question of the Bank rate with 
your colleagues? — Other, of course, than the Deputy 
Governor and Mr. Parsons. 

7603. Is that what you said?— Well, the Deputy 
Governor was with me. 

7604. I asked you what you said. Is that what you 
said? — That is what I said. 

7605. Did you say that your provisional view was in 
favour of an increase, and that the increase should be to 
7 per cent? — I did. 

7606. Were you asked to let the Chancellor have the 
Bank’s firm view about the nature and timing of the Bank 
rate change by the following evening? — I was. 

7607. Did you promise to do so? — 'Yes. 

7608. Did you also undertake to discuss with the repre- 
sentatives of the clearing banks the reference to bank 
advances to be made in a statement which the Chancellor 
had proposed to make also? — I did. 

7609. On Monday, 16th September, did you start con- 
sultations with members of the Court of Directors?— 
Yes. 

7610. Did you tell your colleagues, or some of your 
colleagues, of the state of the exchanges? — Yes. 

7611. And of your discussions with the Chancellor? — 
Yes. 

7612. About the measures to protect sterling? — Yes. 

7613. Did you tell them that you proposed, subject to 
the Chancellor’s approval, that those measures should in- 
clude a 2 per cent, rise in the Bank rate on the 19th 
September? — I did. 

7614. Did you tell that to Lord Bicester? — Yes. 

7615. Mr. Eley?— Yes. 

7616. Sir Charles Hambro? — Yes. 

7617. Mr. Sanderson? — Yes. 

7618. Mr. Babington Smith? — Yes. 

7619. At 12 o’clock?— Yes. 

7620. And did you tell Lord Kindersley at a quarter 
to one? — Yes. 

7621. Did you also see Mr. Robarts, the Chairman of 
the Committee of the Lolidbn Clearing Bankers, at 11.15 
that morning? — Yes. 

7622. And discuss with him the part of the Chancellor’s 
draft statement relating to bank advances? — Yes. 

7623. Was there any mention in that discussion of in- 
terest or Bank rate? — No. 

7624. Was a re-draft of that statement sent over to Mr. 
Robarts that same day for his concurrence? — Yes. 

7625. Did he subsequently give it to you by telephone? 
— He did. 

7626. At 5 o’clock on -the 16th September did Lord 
Kindersley call upon you?— Yes. 

7627. Did he express his concern about the effect of 
the proposal on underwriting arrangements in connection 
with an issue by Vickers? — Yes. 

7628. And on its general repercussions on Bank of 
England relations with the City? — Yes. 



7629. At 6 o’clock on Monday, 16th September, did 
you call on the Chancellor? — Yes. 

7630. Did he have with him Sir Roger Makins and Sir 
Leslie Rowan? — Yes. 

7631. Did you say to him that you were able to give 
him a firm view about the Bank rate, although you had 
not yet been able to speak with all your colleagues? — I 
did. 

7632. Did you tell him that the Bank considered an 
increase to 7 per cent, on September the 19th desirable? 
—Yes. 

7633. Did the Chancellor ask you to give him the argu- 
ments for that view? — He did. 

7634. Did you present the arguments for that view to 
him on the morning of the 17th September? — I did. 

7635. On Tuesday, 17th September, at half past eleven 
did you speak to Sir George Bolton? — Yes. 

7636. And to Sir John Hanbury-Williams? — Yes. 

7637. Did the discussion with them follow the same 
lines as that which you had had the previous day with 
Lord Bicester, Mr. Eley and others? — Yes. 

7638. So by that time you had seen eight of the Direc- 
tors, eight of the members of the Court? — Yes. 

7639. That day did Sir Roger Makins telephone to you 
about half past twelve with regard to the part of the 
Chancellor’s draft statement relating to bank advances? — 
He did. 

7640. Did you ask that you might have an opportunity 
of bringing Mr. Robarts to see the Chancellor? — Yes. 

7641. And did you and Mr. Robarts call on 'the Chan- 
cellor, who was accompanied by Sir Roger Makins, at 
quarter past two to discuss the draft further? — We did. 

7642. Was there any mention of interest rates at this 
meeting? — No. 

7643. After Mr. Robarts had left, did you have a short 
talk with the Chancellor about the Bank rate? — Yes. 

7644. Confirming the Bank’s view? — Yes. 

7645. Did the Chancellor ask you to call on him at 9 
o’clock in the evening on Tuesday, 17th September, for 
a talk with the Prime Minister? — He asked me that a 
little later in the afternoon, not at that conversation. 

7646. At half pasit three that day, did Lord Kindersley 
call to see you? — Yes. 

7647. Did he renew bis concern about the repercussions 
on the Bank of England’s relations in the City which 
might arise out of the Vickers arrangements? — Yes. 

7648. Did he ask whether he might discuss this specific 
point with Lord Bicester? — Yes. 

7649. Did you give your consent? — I did. 

7650. At 9 o’clock on the evening of Tuesday 17th, did 
you eaE upon the Chancellor as arranged? — Yes. 

7651. Was he accompanied by Sir Roger Makins and 
Sir Edmund Compton? — He was. 

7652. Did you discuss then the whole monetary ques- 
tion, including the Bank rate proposal? — We did. 

7653. Did you then go and see the Prime Minister, 
and again discuss the proposal? — Yes. 

7654. After the discussion with tire Prime Minister did 
you go all together to the Chancellor’s rooms with Sir 
Roger Makins and Sir Edmund Compton? — Yes. 

7655. Were you there joined by Mr. Robarts? — We 
were. 

7656. Were one or two verbal alterations made in the 
statement about bank advances? — Yes. 

7657. Then did Mr. Robarts say that the draft would 
be acceptable to his Committee? — He did.' 

7658. Did he express a personal view about the useful- 
ness of higher interest rates in keeping down .the level of 
bank advances? — He did. 

7659. What did he say? — I cannot recollect the exact 
words. Tire words were just to that effect, that in his 
view a higher level of interest rates would be a material 
help to the request the Chancellor was making for tighter 
money and a more intensified credit squeeze. 

7660. Was anything said in reply to that observation of 
his? — No. 

7661. You are sure? — I am sure. 

7662. Did he say the same thing to you on leaving the 
meeting? — Approximately the same thing. 

7663. What reply did you make?— None. 

7664. Did you show 'the Chancellor and Sir Roger 
Makins a draft that you had prepared for a Press release 
after the Bank rate had been announced? — Yes, for an 
informal Press release. Our practice is not to make a 
formal hand-out, but to have something available so that 
we can answer questions. 

7665. Shortly before 10 o’clock on Wednesday, Septem- 
ber 18ith, did you meet Lord Kindersley by chance on 
your way to the Cilty? — I did. 
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7666. I think you were driving yourself? — I was. 

7667. Did you want to know whether he was still con- 
cerned about the Vickers matter?— I did. 

7668. Did you ask him to get in your car and accom- 
pany you? — Yes. 

7669. Did he tell you that he was now satisfied that 
the Vickers arrangements could not be postponed? — He 
did. 

7670. And that this question should not influence the 
proposals about the Bank rate?— Yes. 

7671. About a quarter to twelve on Wednesday the 18th 
did Sir Robert Makdns tell you by telephone that the 
Government would approve a decision by the Bank on 
the lines discussed on the previous evening? — Yes. 

7672. Did you attend a meeting of the Committee of 
Treasury at 12.30 p.rn. on the 18ih? — Yes, I presided at it. 

7673. .Was the Deputy Governor present? — He was. 

7674. Did you as Governors recommend to the Com- 
mittee for submission to the Court on Thursday the 19.th 
that the Bank rate be increased from 5 per cent to 7 per 
cent.? — Yes. 

7675. Were .the recommendations approved by the 
Committee? — They ware. 

7676. Did Sir John Hanbury-WilMams, Mr. Sanderson, 
Sir George Bolton, Mr. Bley, Lord Bicester, Sir Charles 
Hamibro and Mir. Babington Smith attend the meeting?— 
They did. The last two by invitation, the others being 
regular members of the Committee. 

7677. On the afternoon of the 18th September, did you 
see Mr. Cadbury and Sir Alfred Roberts, directors of the 
Bank of England, at 2.10 and 2.20 respectively? — Yes. 

7678. Did you give them the same information as you 
had given your other colleagues on your proposal that 
the Bank rate should be raised from 5 per cent, to 7 per 
cent.? — Yes, and consulted them in the same way. 

7679. Did you also see Sir Harry Pilkington and give 
him the same information at 10.30 on the Thursday morn- 
ing, the 19th September? — Yes. 

7680. We know, too, that the Deputy Governor saw 
Mr. Keswick at 4.30 p.m. on the 18th September? — That 
is so. 

7681. Did you preside at the Court of Directors on 
Thursday, 19 th September, and put the proposal to the 
Committee of Treasury that the Bank rate be raised from 
5 per cent, to 7 per cent.? — The proposal of the Com- 
mittee. 

7682. The proposal of the Committee of Treasury?— 
Yes. 

7683. And was that approved? — Yes. 

7684. We know it was fixed at a quarter to twelve? 
—Yes. 

7685. In addition to the directors mentioned by you, 
would the Chief Cashier, Secretary and Deputy Secretary 
and certain senior officials of the Bank, your private 
secretary and the private secretary to the Deputy Governor 
and the Chief Cashier and personal typists and filists be 
aware, at varying times of the progress of discussions with 
regard to the change in the Bank rate? — They would. 

7686. In your opinion, is it necessary, for the proper 
functioning of the Bank, for .those persons to know of the 
discussions and toe decisions taken with regard to a 
change in the rate? — It is. 

7687. Then are there some further persons who would 
have some knowledge of the change as a matter of normal 
practice? — Yes. 

7688. Would the Government Broker be informed?— 
On the Wednesday evening after the close of business. 

7689. And the Controller of the National Debt Office? 
—Yes, but with no specific indication of the new rate. 

7690. Is the reason why those two people are given a 
private warning, to enable official dealings to-be carried 
out immediately after the change?— Yes. 

7691. Does |the Government Broker never deal for 
official ’ account on the Thursday mornings before the 
announcement of Bank rate?— No, whether there is to be 
a change or no change. 

7692 When a Bank rate change is under consideration, 
is it the Bank of England’s regular practice to maintain 
instructions to the Government Broker up to the close ot 
business on the Wednesday, exactly as if no change were 
contemplated? — That is so. 

7693. Would any sudden change of policy or tactics 
immediately be noticed in the market and give rise to 
rumours ?— Inevitably. 

7694. You say in your statement that three instances 
have been reported to you by directors of the Bank of 
England where as directors in other corporations, they 
might have or might be held to have a responsibility for 



gilt-edged transactions by those corporations during the 
three days up to September 19th? — Yes. 

7695. You say in your statement : “ On the 26th 
September, Lord Kindersley reported to me transactions 
by the Royal Exchange Assurance, of which he is 
Governor, offering to give me full details. I asked him 
to do so and he sent me a report in writing on the 27th 
September.’’? — Yes. 

7696. That is your statement? — Yes. 

7697. Were you furnished with a detailed statement 
signed by the Investment Manager and confirmed by the 
directors and officials attending the meeting which took 
place at 12.45 p.m. on Wednesday 18th? — Yes. 

7698. The meeting at which, or as a result of which, 
the relevant decisions were taken? — Yes. 

7699. Did you examine the documents there produced? 
— I did. 

7700. Was it in order to assure yourself, to the best 
of your ability, that the transactions were in the normal 
course of business and that there was no irregularity? — 
It was. 

7701. At the same time, did Lord Kindersley report 
to you transactions by Lazard Bros, and offer to give 
you full details? — Yes. 

7702. Did you ask him to do so? — I did. 

7703. Did he sent a report in writing on the 27th 
September? — Yes. 

7704. Did that report include the total of transactions 
and a statement signed by the Managing Directors 
responsible for the relevant decisions? — Yes. 

7705. Did you examine those documents? — I did. 

7706. Again, in order to assure yourself, to the best of 
your ability, that the transactions were in the normal 
course of business? — Yes. 

7707. And that there was no irregularity? — Yes. 

7708. On the 27th September, did Mr. Keswick fur- 
nish you with further details of certain transactions about 
which he had informed the Deputy Governor on the 18lh 
September? — He did. 

7709. Did you examine those details? — Yes. 

7710. In discussion with Mr. Keswick? — Yes. 

7711. And tby reference to the files which he showed 
you? — Yes. 

7712. Again, in order to assure yourself, to the best 
of your ability, that the transactions were in the normal 
course of business and that there was no irregularity? — 
Yes. 

7713. On the evening of Friday, the 27th September, did 
you send to No. 10, Downing Street a report with the 
concurrence of the directors concerned, offering to make 
available details of transactions you have referred to? — 
Yes. 

7714. Have you handed oopies of all the documents 
given to you by Lord Kindersley and Mr. Keswick to the 
Treasury Solicitor? — I have. 

7715. As Governor of the Bank of England and one 
of tihe Commissioners for the Reduction of the National 
Debt, are you concerned in stock transactions by those 
two bodies? — I am. 

7716. In your capacity as Governor of the Bank of 
England, you say you are a trustee of a number of public, 
charitable and other funds and also a member of the 
governing body of Eton College? — Yes. 

7717. Are you also trustee of certain private funds? — 
I am. 

7718. During the period from August 24th, 1957, when 
you went abroad on holiday, to 11.45 a.m. on September 
19th, were you aware of or consulted about any transac- 
tions by any of those bodies or funds? — I was not. 

7719. Do you say you have not engaged in transactions 
on the Stock Exchange on your own or on your wife’s 
behalf during the year 1957? — That is correct. 

7720. The statement to the effect was signed by you, 
I think, on the 28th November, 1957? — Yes. 

7721. Now will you be good enough to tell me this. 
You had consultations wdltih six directors on the 16th 
September? — Y es. 

7722. Were those consultations with two objects one, 
so that you could present the Ohancellor, that evening, 
with the Bank’s firm view? — That was the main object of 
the consultation at that moment. 

7723. Had you also the object of being sure of their 
support when the proposal came up, if it came up at 
all, before the Committee of Treasury and the Court of 
the Bank of England? — Yes, certainly. As I say, the 
reason for consulting specifically on the Monday, was that 
I had promised to give the Chancellor a firm view by 
Monday evening. The consultations might have been a 
.shade later if I had been only considering assuring myself 



Printed image digitised by the University of Southampton Library Digitisation Unit 



198 Mr. Cameron Fromanteel Cobbold 16th December 1957 



of their support for ithe Wednesday and Thursday 
meetings. 

7724. The consultations with the other directors were 
later? — They were. 

7725. And those consultations, I suppose, were with 
the purpose of making sure that you would have the sup- 
port of those directors on the Thursday morning? — Cer- 
tainly, and obtaining their views. 

7726. Is that the normal practice? — That is quite normal 
practice. As I say, I think I started detailed consultations 
a day or just a shade earlier because of my undertaking 
to the Chancellor to give him a firm view on the Monday 
evening. Normally I should not need to be quite so clear 
and definite until I was making a proposal to a Committee 
of Treasury on Wednesday morning. 

7727. You did not see Mr. Keswick on the Monday? — 
I did not. 

7728. Did you know he was being seen by the Deputy 
Governor? — I think I heard afterwards that he had seen 
him. I do not think I knew before. 

7729. Did the Deputy Governor know you were seeing 
six directors that day? — Yes, he was present with me. 

7730. So when he saw Mr. Keswick he would know 
that one of your objectives was to find ouit the firm view 
of the Bank? — Yes. 

7731. Would he know that before he had luncheon with 
Mr. Keswick? — Yes, he would. 

7732. And he would know too, would he not, that you 
would want to be sure of the support of all the members 
of your Court? — May I explain that position a little? 

7733. Certainly? — The normal practice when we are 
considering a specific proposal like a change in the Bank 
rate, is first to discuss those matters with the Committee 
of Treasury who are the recognised sub-oommititee of the 
Court for that purpose. My normal practice, in addi- 
tional to consulting and speaking to the Committee of 
Treasury, is in the first instance to get hold of those 
directors who seem best qualified to advise me on the 
particular matter in hand. The problem that we were 
facing at that moment was a major exchange crisis, and 
the directors whom I wish to consult in addition to the 
members of the Committee of Treasury, were those 
directors who were particularly qualified to give me an 
opinion about the likely effect of a 7 per cent. Bank 
rise on sterling. Those directors, in addition to the mem- 
bers of the Committee of Treasury, were, in my opinion. 
Sir Charles Hambro, Mr. Babbington Smith and Lord 
Kindersley, and I therefore consulted them specifically 
first. If it helps to answer the query which I think is in 
your mind, Mr. Keswick would not be among those 
directors. 

7734. I was not concerned with that at all? — I am 
sorry. 

7735. I was concerned with what the position was with 
Mr. Mynors when he saw Mr. Keswick. He would know 
that you would want to know the reactions of your direc- 
tors to the proposals you were going to make on the 
Thursday? — Yes ; but he would also know the normal 
order in which I would consult the directors. 

7736. He had no authority then to disclose to Mr. 
Keswick what your proposal was? — I think the Deputy 
Governor always has the authority of the Governor. I 
did not ask him to disclose— in faat, I do not think I knew 
before he saw Mr. Keswick that he was going to see him. 
I think Mr. Keswick came in to lunch, without warning. 
He was certainly not asked,- in any way, to discuss the 
matter with Mr. Keswick. 

7737. We have heard that Mr. Keswick referred to “ a 
swingeing rise in interest rates You would regard 2 per 
cent, as coming within that category, would you not? — 
I should, yes. 

7738. You say you saw Lord Kindersley at 5 o’clock on 
the 16th? — May I just look at my notes? 

7739. Certainly. You can take it from me that you 
did? — Yes, I did. 

7740. Did he tell you that the whole of the City would 
wonder whether the Bank had really been justified in 
allowing the Vickers issue to be made? — Yes. He had 
two points, I think. He was emphasising to me the effect 
of a Bank rate decision, as was contemplated, on the 
relations between the Bank and the City. He mentioned 
two points to me. One was that he felt that this would 
block up the new issue market generally, and that the 
Bank would be criticised by the City on that ground. The 
other was that he feaTed that as the Bank had some 
responsibility for fixing the timetable of the Vickers under- 
writing arrangements, there again on that ground, if we 
did something so soon after the formal underwriting 
commitment, which was obviously going to involve the 



City in general in some loss, we should very likely be 
criticised toy the City. 

7741. He said if you did something so soon after the 
formal underwriting commitment ; did you know when the 
formal underwriting commitment was being entered into? 
— I knew approximately, I did not know exactly at that 
time. 

7742. What approximately was the date that you knew? 
— >1 knew it was in the first days of that week. 

7743. Did Lord Kindersley know thait too? — il could 
not say. 

7744. He referred to the formal underwriting commit- 
ment, did he?— No. I think I was saying that I knew 
that there was a formal underwriting commitment. 

7745. Did you tell Lord Kindersley that? — I told Lord 
Kindersley that I thought it very unlikely that anything 
could be done. 

7746. I asked you if you told him of the formal under- 
writing commitment? — I could not recollect the exaot 
words. I should think not. 

7747. Did you see anything abnormal in Lord 
Kindersley’s visit to you on that afternoon, on that sub- 
ject?— Nothing whatever. I thought it a proper and rele- 
vant point for a director of the Bank of England to make 
to the Governor. 

7748. At 3.30 p.m. on the 17th he came back to see you 
again? — He did. 

7749. Did he renew his concern about the Vickers 
issue?— tHe did. 

7750. Did he ask you if the Bank rate rise could be 
postponed? — Yes, I think he did. 

7751. Did you agree that he should go and see Lord 
Bicester with a view to postponing the Vickers issue, if 
that was possible? — I agreed that he should go to see 
Lord Bicester to have a discussion on this point. 

7752. With a view to postponing the Vickers issue, 
if that was possible?— Those words were not used in my 
presence as far as I recollect. May I just make a further 
point there, or is it inconvenient? 

7753. If you would not mind just answering my ques- 
tion, I will give you every opportunity. I want to stick 
on this point for a moment. Have you read the evidence 
given by Lord Kindersley in this matter? — I think I have 
read it all. 

7754. The reference is page 53 of day 8, where I asked 
him this : “ Did you therefore ask the Governor’s permis- 
sion to examine with Lord Bicester the possibility of post- 
poning the Vickers issue? ” and his answer was “ That 
is correct.” I ask you again, did you agree that Lord 
Kindersley should go to see Lord Bicester with a view 
to postponing the Vickers issue?— What I recollect is 
that 1 said Lord Kindersley might go and discuss this 
position, in fact, I encouraged Lord Kindersley to go 
and discuss the whole position with Lord Bicester. It is 
quite possible that he used those words. 

7755. That he used those words? I am asking whether 
you agreed to his going to see Lord Bicester? — I cer- 
tainly agreed to his going ito see Lord Bicester. 

7756. With a view to securing, if possible, the postpone- 
ment of the Vickers issue? — What I agreed to his going 
to see Lord Bicester about, was to discuss the matter 
further with reference to his concern about the Bank’s 
relations with the City. 

7757. Can you not toe a little more precise than that? 
He had discussed with you the question of postponing the 
Bank rate, and you told him that was not possible? — Yes. 

7758. Then he asked your consent to go to see Lord 
Bicester? — Yes. 

7759. You knew what he was going to see Lord Bicester 
about, did you not?— I knew he was going to talk to Lord 
Bicester about the Vickers operation. 

7760. With a view to seeing whether that operation 
could be postponed? — Yes, I think he was. 

7761. It would have saved a little time if you had said 

that when I asked you the question originally? — I am 
sorry, but I think I indicated 

7762. The date of an issue has to be fixed with the con- 
sent of the Bank of England, does it not?— It does. 

7763. It is upon that condition that the Capital Issues 
Committee grant approval for the issue? — That is correct. 

7764. What date had been fixed for this large issue? 
—The underwriting was on the 16th, I believe. ( After 
consulting papers) Underwriting 9th-16th and loan appli- 
cations posted the 16th.' That really means that was the 
formal commitment date. 

7765. But what was the date of the issue? — (After con- 
sulting papers) The issue was underwritten on the 16th 
September. I think that really is the relevant date, 
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7766. Is that the date which is fixed by the Bank of 
England or some other date? — No, that date. The whole 
programme is fixed toy the Bank of England. If I may 
give you the dates: underwriting 9th- 16th September; 
loan applications post 16th September ; extraordinary 
general meeting and ordinary allotment post 2nd Septem- 
ber ; loan stock closed 2nd October ; ordinary closed 14th 
October. 

7767. All that is fixed by the Bank of England, is it? — 
That is all agreed with the Bank of England. 

7768. And agreed right at the beginning? — Yes, long 
before, some time early in August, I think. 

7769. So that when you saw Lord Kindersley, even if 
you had not had it in your mind on the 16th September, 
you could have easily ascertained exactly what the position 
was with regard to the Vickers issue? — Certainly. In fact, 
when Lord Kindersley had been to see me, as I say, I 
thought this was a proper and relevant point and I dis- 
cussed the question with the Deputy Governor and the 
Chief Cashier. I also asked the Deputy Governor to give 
Lord Bicester a ring and ask him whether there was any- 
thing to be done about this. Having done so, I concluded 
very definitely that there was nothing to be done about 
it. 

7770. Was this on the 16th?—' This was on the 16th 
evening and the morning of the 17ifih. 

7771. When was it that Lord Bicester was given a ring 
to confirm that nothing could be done? — I am not certain 
will ether it was after I had seen Lord Kindersley or on the 
morning of the 1 7th. 

7772. At any rate, before lunch time on the 17th? — 



Yes. 

7773. When you saw Lord Kindersley, were you aware 
of those dates that had been fixed for the conclusion of 
the underwriting? — T was aware that, in my judgment 
and on the advice of my colleagues, there was nothing 
to be done about it. 

7774. Had you consulted your colleagues before you 
saw Lord Kindersley on the Monday? — The second time? 

7775. On the Monday?— About the Vickers point? 

7776. Yes?— No. . 

7777. This issue was an issue of some magnitude, was 
it not?— It was a very big one. 

7778. The timing of the operation was of some import- 
ance, was it not? — Yes indeed. 

7779. Of such importance that you, no doubt, were 
consulted with regard to the programme for this issue?— 
I am not sure whether I was there or away. No, that 
would normally be a Chief Cashier responsibility. 

7780. Would it not come to you?— Unlikely to; it 

might have done if the Chief Cashier had had any un- 
certainties about it. , 

7781. But you would be informed of what had been 
decided?— I should be informed, yes. 

7782. Would tihe Count of Directors also be informed of 
what was decided upon?— No, this was an operational 
matter, not a policy matter. 

7783. On the 16tih when you had youir meeting with 
Lord Kindersley, you thought the underwriting had gone 
very far, did you not?— That was my impression at the 
time. 

7784. Did you ask Lord Kindersley, on that occasion, 
with relation to the Vickers issue : * Has it not gone 
pretty far”?— I think I may well have used those words. 

7785. And did he say : “ It has, but it is never too late 
to mend” or words to that effect?— I could not recollect 
the words at that date. 

7786. I asked him about this, and this is his answer at 
page 67 : “ On the Vickers issue I think what the Governor 
said to me was: ‘Has it not gone pretty far . I said: 

* It has, but it is never too late to mend ’, so to speak 
that tone of voice more or ^ ”?— lt may w^ have 
been. I recollect saying something to the effect that 1 
thought it had gone pretty far. 

7787 Bv 3.30 on the 17ith you knew exactly how far 
it had gone?— I had formed a quite clear view that there 
was nothing to be done about it. 

7788. And you know now that the undenwittng had 
been mentioned ait that morning meeting of Lairds, 
according to the Mdnuites? — Yes, I thank I did see that. 

7789. Having had that conversation on the Monday, 
having found ouit how fax it had gone, and I suppose you 
would know that Lazards would be one of the normal 
sub-underwriters?— I would assume it; it dad not cross 
my mind at that moment. 

7790. Did it strike you as in any way curious that Lord 
Kindersley should rajs? the subject again that afternoon? 
.—Not at all, 



7791. By that time you were quite convinced that 
nothing could be done, were you not? — I was. 

7792. Why then did you consent to Lord Kindersley 
going to see Lord Bicester, with a view to securing the 
postponement of the Vickers issue? — What I consented to 
was that Lord Kindersley should go and discuss this 
matter with Lord Bicester. My concern in this was to 
make sure that I had Lord Kindersley’s unreserved sup- 
port for fire Bank Tate change. Lord Kindersley still 
appeared concerned about this matter. I therefore thought 
•that the most sensible thing was to ask him, or to agree 
•to his going to see Lord Bicester Who was the one of my 
oolleagues who knew about this and was therefore in a 
position to explain the exact details very easily to Lord 
Kindersley. 

7793. But Lord Kindersley made it clear to you, did 

he not, that .the object, so far as he was concerned, of this 
discussion, was to see whether the Vickers issue could 
be postponed? — I am afraid I was much more concerned 
with my object which was to get Lord Kindersley’s un- 
reserved support 

7794. Whatever you were concerned with, did not Lord 
Kindersley make that dear to you? — He made it dear to 
me that he was still concerned about the matter. I am 
afraid I do not recollect how clear he made it to me that 
toe wanted to stop the Vickers issue. 

7795. Postpone the Vickers issue? — Postpone. 

7796. Are you saying that the discussion, as far as you 
were concerned, to which you were consenting was only 
to be a kind of general discussion with Lord Bicester, with 
no precise object to be achieved? — I imagine from the 
words you have quoted, that was Lord Kindersley’s 
object. My object was to make sure that Lord 
Kindersley was in full agreement with me about the Bank 
rate. 

7797. Whatever may have been your object, you agreed 
to Lord Kindersley going there to see if he could achieve 
his object? — I agreed to Lord Kindersley going there to 
discuss the matter with Lord Bicester. 

7798. With a view to procuring the postponement of 
the Vickers issue? — Those appear to be Lord Kindersley’s 
words ; 1 do not recollect them in that form. 

7799. Did you agree to his going there with that pur- 
pose? — I have already stated the object that was in my 
•mind. 

7800. I am not asking you what was the object in 
your mind. You have told us you thought there could 
be no change of the Vickers issue. Lord Kindersley 
ihad tried to get you to postpone the Bank rate issue, you 
told him that that was impossible and his evidence was 
to the effect (putting it broadly) that he sought your 
consent to see Lord Bicester with a view to procuring a 
postponement of the Viokers issue. Did he not make that 
clear to you, that that was the reason why he wanted to 
see Lord Bicester? — -My recollection, I repeat, is that 
he was still concerned about this matter. It may well 
have been that he still wanted to have it postponed ; that 
I really do not remember. 

7801. Did he not make it clear to you— I put the 

question once more and leave it 

Mr. Cross : I think you must, in fairness, put to the wit- 
ness the words that Lord Kindersley said he used, at page 
53. He did not use the words “with a view to post- 
poning it”. 

The Attorney-General: I put the words quite clearly. 
Page 53 was one part where I put it and there is another 
place where it is dealt with also. 

7802. I have put this to you already and I think I was 
paraphrasing it perfectly accurately : “ Did you therefore 
ask the Governor’s permission to examine with Lord 
Bicester the possibility of postponing the Vickers issue? ” 
and the answer was “ That is correct ” Did he ask you 
that? — I have endeavoured to give you as clear a recol- 
lection as I can. 

7803. Let us turn to pages 66 and 67. I will read 
you the passage: “There was never at that meeting any 
question raised of postponing the Vickers issue? (A) What 
are we talking about? (Q) I was talking about the meet- 
ing you had with the Governor of the Bank of England 
at 5 o’clock on the 16th. (A) That is the Monday? (Q) 
Monday. (A) No, not on Monday. May I have your 
question, (because I was thinking of the next day. (Q) 
I am sorry if you jumped ahead of me, because I want 
to take it chronologically and I will try and make it clear 
when I come on to the next day. At that meting at 5 
o’clock on the Monday there was no suggestion put for- 
ward of postponing the Vickers issue? The only sug- 
gestion was postponing the Bank rate rise, is that right? 
(A) No; the Governor will h^ve to confirm this, but 
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my impression is that I discussed both things : what could 
be done about the Vickers issue? (Q) What was his reaction 
at that interview to your question : what could be done 
about the Vickers issue? (A) I think it really tailed off 
on to a discussion about the Bank rate question and 
that that could not be postponed. On the Vickers issue I 
think what the Governor said to me was : ‘ Has it not 
gone pretty far?’ I said: ‘It has, but it is never too 
late to mend’, so to speak — that tone of voice, more or 
less. ”? — I think I have already confirmed that. 

7804. In view of those passages, did you not know — 
I put this to you finally— when you gave your consent 
to Lord Kindersley going to see Lord Bicester, that he 
was going to examine with Lord Bicester the possibility 
of postponing the Vickers’ issue? — I certainly knew that. 
What I do not recollect is that he used the words to me 
that he was going to Lord Bicester with a view to doing 
that. I certainly knew that that was the point he was 
still concerned about. 

7805. To examine the possibility of postponing the 
Vickers issue? — I knew that that was the point he was 
concerned about. 

7806. And that was why he was going there? — To 
examine that possibility. 

7807. I will not engage in a discussion with you as to 
whether there is any material difference in saying “ going 
there to examine that possibility ” or “ going there with 
a view to seeing if the issue could be postponed ”. Your 
main object was, as you said, to secure his consent to 
your proposal? — Yes. 

7808. And before you ever gave your consent to Lord 
Kindersley to go to examine that possibility, you had 
made sure yourself that there was no possibility whatso- 
ever of getting it postponed? — That was my firm view. 

7809. Did you tell Lord Kindersley that you had done 
so? — I think I indicated to him that I did not think it 
was likely to be possible. 

7810. Did you tell him that you had made full en- 
quiry? — I would not think so. 

7811. And that you were satisfied that it was not pos- 
sible?—! told him, I repeat, that my view was that it was 
not possible. 

7812. You did not say that you were satisfied that it 
was not possible? — I cannot recollect the exact words, T 
am afraid. 

7813. Did you consider it was a proper use of know- 
ledge that the Bank rate was going to be increased, for 
him to go to see Lord Bicester to examine the possibility 
of postponing the Vickers issue? — I thought it was very 
proper and reasonable for him to reassure himself that 
it could not be postponed, before he gave me a definite 
unreserved acceptance of my proposal about Bank rate. 

7814. On the 19th the Bank rate was raised? — Yes. 

7815. On the 20th you saw serious allegations in the 
Press, did you not? — The Times spoke of “inspired sell- 
ing ”?- — The Times spoke of “inspired selling”. 

7816. The Manchester Guardian of “one or two 
people seem to have got wind of it”? — Yes. 

7817. And the Financial Times of “ a whisper ”? — 
There were a number of rumours in the Press. 

7818. On the 21st the News Chronicle published a para- 
graph under the heading of “ People Who Knew ”. I ex- 
pect you saw these press cuttings or some of them at the 
time? — I saw some of them at the time. 

7819. I am not going to ask you whether you saw 
all of them. We know that on the 22nd Reynolds pub- 
lished an article under the head “ Bank Rate Leak. New 
Evidence ” and referring to an incident at Watford station. 
But whether you saw all of those press cuttings or not, 
you realised immediately after the announcement of the 
Bank rate, that there were allegations being made in 
responsible newspapers of a leakage of information about 
the rise of the Bank rate? — I heard some rumours to that 
effect, or I saw some rumours in the Press. 

7820. I am asking you at the moment only about what 
you saw in the Press? — Yes. 

7821. We know now, just to remind you, that on the 
24th September Mr. Harold Wilson wrote to the Financial 
Secretary a letter which he received on the 25th? — I accept 
the dates from you. 

7822. When you saw the statements in the Press, did 
you make an enquiry to find out whether there was any 
foundation for them? — I did not take the Press statements 
very seriously, because it was not confirmed by anything 
I heard from other quarters at that time. 

7823. Between the 20th and the 25th, had you made 
any enquiry at all? — No, not till the 25th, I think. 

7824. On the 25th the Financial Secretary communi- 
cates with you, does he not? — The first thing was that the 
Treasury rang up the Bank, 



7825. On the 25th. I do not mind whether it was the 
Treasury or the Financial Secretary?— The Treasury rang 
up the Bank saying there was a meeting fixed for that 
morning, and would the Bank be represented. 1 then 
went down to see the Financial Secretary. 

7826. Did you leave with the Financial Secretary two 
documents both dated 25th September, initialled by you? 
—I did. 

7827. You have those documents with you. Which of 
them did you leave first of all. One starts “This note” 
and the other starts “ Since speaking to you this morn- 
ing ”? — The note starting “ This note relates ” was handed 
to the Financial Secretary at 11.40 a.m. on that morning. 

7828. When was the other note handed or sent? — At 
5.15 p.m. on the same day. 

7829. So that the first document you handed to him 
was this : “ This note relates to the suggestions of a leak- 
age of the Government and Bank’s intentions prior to 
the decisions of last Thursday. I have already given 
verbally the gist of what follows, to the Chancellor and 
Sir Roger Makins before their departure ”. When was 
that that you had given verbally the gist of what follows? 
— I think it must have been on the previous Friday 
morning. 

7830. Friday 21st? — I think that is correct. 

7S31. Then you go on and say: “There is, 1 think, 
a sharp distinction in this case between rumour about 
Bank rate and rumour about some impending statement 
and/or action by the Government. So far as Bank rate 
is concerned, I have never known an important move 
where I have seen less signs of rumour or expectation 
beforehand. There were one or two vague references to 
Bank rate in the morning papers of Thursday, but no- 
body took them seriously. The change, and more parti- 
cularly, the extent of the change, came as a complete 
bomb-shell, both in London markets and to every market 
in the world. Although I have heard one or two rumours 
since the event, that some Press or other people had prior 
information about Bank rate, I do not myself feel that 
there is any prima facie evidence of a leakage about Bank 
rate, nor have I heard any serious suggestion in the City 
that there was. Up to Wednesday afternoon, there had 
been very little rumour of any Government statement or 
action (surprisingly little in view of the known pressure 
against the pound). It is clear that late on Wednesday, 
some rumours were circulating about a probable Govern- 
ment statement before the Chancellor left, and some 
further action which might include tighter credit restric- 
tions. These rumours are thought to have given rise to 
some selling of gilt-edged on Wednesday evening. On 
Thursday morning the reports of impending statement 
and action by the Government were featured quite 
prominently dn the Press. As was to be expected, some 
selling, including some from Continental sources, was 
reported on Thursday. In fact, it seemed to us surpris- 
ing that in view of the morning’s Press, there was not 
more rumour and there was still no serious talk of Bank 
rate. I have had no representations from the Chairman 
of the Stock Exchange, and have made no enquiries from 
him ”. That was the note you left that morning with the 
Financial Secretary? — That is correct. 

7832. I want to ask you one or two questions about 
that. You say: “There were one or two vague refer- 
ences to Bank rate in the morning papers of Thursday, 
but nobody took them seriously”. Is that right? — That 
was an impression I had formed and was giving. 

7833. But then a little lower down in this note you 
say : “ On Thursday morning the reports of impending 
statement and action by the Government were featured 
quite prominently in the Press. As was to be expected, 
some selling, including some from Continental sources, 
was reported on Thursday morning.” Are you. meaning 
there that these reports, which nobody took seriously, led 
to some selling?— I think where I said “nobody took 
them seriously ” I was specifically talking about Bank rate. 
I refer lower down to the more general rumours of im- 
pending action and statement. 

7834. I must ask you what were the vague references 
to the Bank rate in the morning papers on Thursday?— 
The one I recollect was in the Daily Telegraph I think. 

7835. Was there any other? You referred to “ morning 
papers”? — I am not certain; I may have said “news- 
papers ” instead of “ paper ”. 

7836. I only wanted to make sure in case we have 
missed something? — I rather thought there was one other, 
but I am not certain. 

7837. No reference to the Bank rate on the Thursday 
morning. Then you say : “ It is clear that late on Wed- 
nesday some rumours were circulating about a probable 
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Government statement ”, From whom did you hear that? 
— From my own officials, I think. 

7838. Can you name any of them? — Well, it would 
be the Executive Directors, and possibly the Chief Cashier, 
possibly the Deputy Governor. We are, of course, in very 
close touch with the money markets and the foreign ex- 
change markets, and all markets. I see a great number 
of people during the day. 

7839. There had been, we know, discussions between 
you and the Treasury and others about other measures? 
—Yes. 

7840. They had been going on some little time?— They 
had. 

7841. But they were confidential discussions, were they 
not? — Indeed. 

7842. Are you here saying, or seeking to suggest that 
there may have been some leakage in relation to those 
discussions? — I am merely saying that I was conscious 
that there was some rumour about that Wednesday after- 
noon. 

7843. You cannot be more precise than that? — I 
cannot. 

7844. Can you say who could be more precise about 
that, than you have been able to be? — I do not think so, 
unless any of the Stock Exchange witnesses whom you 
have seen. 

7845. We may see some more of those. Then did you 
go back to the Bank and did you prepare the second 
memorandum which you sent to the Financial Secretary? 
— I saw, of course, the Chairman of the Stock Exchange 
and the Government Broker. 

7846. I am just asking you about this document ; I am 
not taking you right through. This document was pre- 
pared by you, the one headed “Confidential”? — Yes. 

7847. And you sent that to the Financial Secretary, did 
you not? — I handed it to him. 

7848. I had better read it : “ Since speaking to you this 
morning I have made further enquiries of some of my 
colleagues who are close to the market. They confirm the 
information which I gave you this morning, that there 
was considerable talk in the City late on Wednesday after- 
noon, and in the City and on continental markets on 
Thursday morning (following the strong hints in the Daily 
Telegraph and other papers) of an impending Government 
statement about the exchanges and about further dis- 
inflationary measures, including a tighter credit squeeze ; 
hut that, even after Thursday’s Press, there was very little 
gossip about a Bank rate change and no evidence what- 
ever of a leak about Bank rate. I attach for your con- 
fidential information (and of course for the information 
of the Prime Minister if you wish) (a) a note of an in- 
formal conversation with the Chairman of the Stock 
Exchange, (b) a memorandum which the Government 
broker has furnished to me at my request. As I under- 
stood this morning was your wish, I have not attempted to 
find out any details about particular dealings. The volume 
of business (about £4,000,000) quoted by the Government 
broker is by no means exceptional — for example, it is much 
less than the turnover has been in the gilt-edged market 
to-day. The surprising thing, and the thing which has 
disquieted the market, was the sudden turn-round from 
a quietly strong market until 2.30 or 3 p.m. .to some 
quite heavy (though not abnormally heavy) selling.” That 
completed your note, did it not? — Yes. 

7849. Now I want, before I turn to the enclosures, to 
ask you a question or two about that. Do you see there 
that you say : “ Since speaking to you this morning I 
have made further enquiries of some of my colleagues 
who are close to the market”? It was really only on 
this day, was it not, that you started to make enquiries, 
Mr. Cobbold? — Yes, it was. I had, of course, in the 
normal course of conversation with my colleagues and 
reports from my internal contacts, already formed the 
impression which I gave to the Financial Secretary in the 
earlier document. I did not start making any, so to speak, 
external enquiries until that day. 

7850. Who were the colleagues to whom you were 
referring there? — It is a little difficult to remember 
exactly, but there was a meeting of the Committee of 
Treasury that day, and I am quite certain that I should 
have asked Sir George Bolton and Lord Bicester, who are 
both members of that Committee. As I say, it is very 
difficult to be certain so long ago. I think I asked Sir 
Charles Hambro and Mr. Babington Smith either on the 
Wednesday or on the Thursday, I cannot actually 
recollect when. 

7851. Again you say: “following the strong hints in 
the Daily Telegraph and other papers ...” about further 



disinflationary measures? — I think there were hints in 
various papers about it. 

7852. The Financial Times was the only other, 1 think. 
Then you enclosed the note of an informal conversation 
with the Chairman of the Stock Exchange? — Yes. 

7853. You say : “ I have spoken to the Chairman of the 
Stock Exchange. He tells me that neither he nor the 
Stock Exchange Council have had any representations 
from their members suggesting irregularities or asking for 
an enquiry. He confirms that there has been a good deal 
of talk in .the gilt-edged market (which has not reached 
his ears officially) that there was heavy selling on Wednes- 
day evening and Thursday morning ascribed by the 
jobbers to a knowledge of impending events. 

“The Chairman has seen no evidence of a leak about 
Bank Rate intentions. The only stories he has heard on 
this point (both coming from the same firm of jobbers) 
are the ones which 1 have already mentioned to you 
privately : — the story that somebody in Reuters told some- 
body in the City at lunch on Thursday that he knew about 
the Bank Rate at 9 o’clock that morning, and the story 
that a girl in some Stock Exchange office said that she 
knew Bank Rate was going to be raised (subsequently 
having said in distress that she had heard about it from 
her husband who works in an oil company). The Chair- 
man docs not attach any particular importance to these 
rumours, especially the latter. 

“The Chairman considers that the general knowledge 
of the existing situation, pressure on the pound, etc., sup- 
plemented by rumours on Wednesday evening and state- 
ments in Thursday’s Press of impending Government 
statement and action was fully enough to account for the 
selling which took place. 

“ The Ohairman says that, if they were asked by H.M. 
Government to institute an enquiry, they would of course 
willingly co-operate to the best of their ability. He says, 
however, that whilst they could doubtless ascertain the 
identity of heavy sellers, they would have no means of 
discovering for what reasons the sellers acted and he thinks 
it improbable that any detailed leakage (apart from the 
general rumour of impending Government statement and 
action) could be substantiated. 

“ The Chairman also mentioned incidentally the circular 
put out by one of the smaller jobbing firms, which is 
reported in the evening papers to-day. He thinks that 
this is rather foolish and of no great importance, and 
merely means that this firm had been caught napping.” 
Is that a correct record of what the Chairman told you? 
--Yes. 

7854. Did you also send with that memorandum the 
memorandum by the Government Broker, dated the 25th 
September, and docs that read as follows : “ I have spoken 
to a number of jobbing firms in the Consol market who 
tell me that until mid-day last Wednesday, September 18th, 
they had seen a considerable number of investors in Gov- 
ernment stocks and the market was quite firm until about 
2.30 when the market became quiet and shortly after- 
wards one large seller of stock appeared. Then between 
3 and 3.30 p.m. other brokers appeared with selling orders, 
and after hours jobbers had many more telephone calls 
than usual from brokers attempting to sell stock. The 
total amount sold in the market between 2.30 p.m. and 
when the jobbers went home was, T estimate, about 
£4,000,000 worth. 

“ On Thursday morning there were also further 
attempted sales but in only a very few cases were brokers 
able to deal. This is quite natural as there is normally 
no free market until the Bank Rate announcement is made. 

“The general consensus of opinion in the market is 
that there was no Bank Rate leak, but that there was some 
knowledge that a Government announcement was to bo 
made and also that the Chancellor had seen some of the 
big bankers, and as a result of this becoming known cer- 
tain holders had decided to dispose of some stock at the 
current market levels. 

“There are only two suggestions that there was a 
definite leak: 1. At the City Club on Thursday at lunch 
time a banker and merchant mentioned to a number of 
people round the table that hiis firm had been rung up by 
Reuters at 9 o’clock that morning and had been told 
■that the Bank Rate would go up to 7 per cent, that day. 
As this information was given in a club, if is obviously 
not possible to mention the person’s name without his 
consent. 2. A typdsit in a stockbroker’s office mentioned 
to one of their partners that the Bank Rate would go up 
to 7 per cent, that day. She said she had heard it from 
an oii company. However, when pressed to substantiate 
this story she said that the person who told her was her 
husband and that she was not prepared to put anything 



Printed image digitised by the University of Southampton Library Digitisation Unit 



202 Mr. Cameron Fromanteel Cobbold 16th December 1957 



in writing.” Are those two docuxnenits that you sent to 
the Financial Secretary? — That I handed to the Financial 
Secretary. 

7855. On that day, the 25th, had you any knowledge 
of the sales made by Lazards? — On the 25ith, no. 

7856. Or of the sales made by the Royal Exchange?— 
No. 

7857. Or of the sales made by the M&theson Group? 
— I had some knowledge of that, because that had been 
reported to the Deputy Governor. 

7858. On the 18th? — On the 18th. 

7859. On the 26th September you would have a Court, 
would you not? — On the Thursday, yes. 

7860. Was Mr. Keswick present? — Yes. 

7861. Was Lord Kindersley present? — Yes. 

7862. Did Lord Kindersley at, or after, or before that 
meeting on that day say anything to you about the sales 
made by Lazards or by the Royal Exchange? — Y es, it was 
before the Court meeting. 

7863. Before the Court? — Yes. 

7864. Are you quite sure? — Quite sure. 

7865. On that day, do you mean? — It was on the 26th. 

7866. You see, Lord Kindersley has stated — and I must 
puit this to you — that it was on the 27th that you tele- 
phoned him and he came round to your flat? — I had 
noticed it, and I did draw it to my Solicitor’s attention. 
I thought he said he thought it was the 27th. I do not 
know that it is highly relevant. It was the 26th, I am 
quite certain. 

7867. Ait any rate, you think that it took place on the 
26th, do you? — I do. 

7868. Before the Count. .What he said was this (Day 8, 
page 79): “<Q.) Do you know when you were asked; 
were you asked by the Governor to give details, or how 
did it come about that you wrote these letters? (A.) I 
talked to the Governor. (Q.) Can you tell me when that 
was? (A.) lit is awfully difficult to think back now, but 
I would have said, in fact I am practically sure, that it 
was that day, 27ith September. He said to me: ‘You 
know, there are rumours going around that the Royal 
Exchange has sold a great amount of gilt-edged securities 
on Wednesday 19th, and I am rather worried about it.’ ” 
Then it was pointed out that Wednesday was the 18th, 
and he corrected it, and said : “ Wednesday 18th. This 
was in his flat. He called me while I was having break- 
fast and said could I come round and have a word with 
him. He said this to me, and he said : 1 Oan you tell me 
about it? Is it true or not? ’ and I said : ‘ It is absolutely 
true, and I am as worried as you are.’ I was, perfectly 
naturally, worried because I knew the Corporation had 
sold, and there was all this kerfuffle in the papers about 
Bank rate leaks and so on, and I was uncomfortable. So 
then I said to him: ‘Not only the Royal Exchange, but 
Lazards sold as well.’ ” Now, you see, he said that he 
was practically sure that that conversation took place on 
the 27th. Do you say that it took place on the 26th? — 
I do. 

7869. Is that an accurate account of that conversation? 
— I oannot recollect the exact words, but the general 
tenor of the description is accurate. My recollection at 
that moment was that I had heard during the course of 
the conversations I had been having on the Wednesday 
that there had been an insurance company selling. Several 
names had been mentioned, of Which the Royal Exchange 
was one. I rang up Lord Kindersley on the Thursday 
morning and said that I had heard these facts and that 
the Royal Exchange’s name had been mentioned, and I 
asked him whether it was so, and he .then told me that 
it was so, and said: “If you would like to have details 
of the transactions . . .” 

7870. I am going to come back to that. I am trying 
to fix, if I can, with your assistance, the date when you 
say this conversation took place. You are quite sure it 
was on the morning of the 26th?— On die morning of the 
26th. 

7871. And you rang him up directly after breakfast, 
did you, and asked him to come round to your flat? — I 
asked him to look in on the way up to the City. 

7872. That happening on the morning. When was it 
you heard these rumours about Lazards and the Royal 
Exchange, or the rumours about the Royal Exchange? — 
I had heard no rumours about Lazards until Lord 
Kindersley mentioned it to me. 

7873. When had you heard the rumours about the 
Royal Exchange? — In the course of the Wednesday, late 
Wednesday. 

7874. Who had you heard them from? — That I should 
■find very difficult to say. I was very busy that day, and I 
was seeing a lot of people. 



7875. Yon were making enquiries that day into these 
allegations of a Bank rate leak, were you not? — I was. 

7876. And it was when you completed your enquiries 
that you sent the further note to the Financial Secretary? 
—Yes. Of course, I went on making enquiries after that. 

7877. Was it only after you had sent that note that you 
heard these rumours about the Royal Exchange? — It must 
have been after ; yes, certainly it was after that. 

7878. Who were the other insurance companies about 
whom you heard rumours? — I do not recollect the names, 
The Royal Exchange was one that I asked about. 

7879. You were very fussed about it, I suppose? — I 
was not very fussed about it. I was rather interested, 
more than fussed, because I had had this report from the 
Government Broker of one large seller, and if I could 
find out who that was, I felt that that would relieve rmy 
mind and explain some things which I thought might 
need explanation. 

7880. You did not think of informing the Financial 
Secretary of these rumours that you had heard after you 
had written to him the second note? — I telephoned the 
Financial Secretary on the Thursday morning after 1 
had talked to Lord Kindersley. 

7881. Did you tell him that the Royal Exchange had 
been selling? — I told him that I had heard privately of a 
seller. 

7882. But that was no more than you had said the night 
before, the Government Broker said that? — Yes, a seller, 
who I understood to be in the normal course of business. 

7883. Did you mention who the seller was? — No, T did 
not. 

7884. Did you give any indication that the company 
selling was closely associated with a member of your 
Court? — No, I did not at that time, because I wanted 
to make full investigations. 

7885. Until you had telephoned to Lord Kindersley, 
you had heard nothing from Lord Kindersley on this 
subject. Is that right?— That is correct, yes. 

7886. Although Lord Kindersley has said that he was 
uncomfortable ? — Yes. 

7887. This Press publicity had been going on for six 
days by this time? — On and off. 

7888. Did it strike you as odd that Lord Kindersley 
had not mentioned these sales of the Royal Exchange to 
you before? — No, it did not. 

7889. You asked him, I think, to let you have details? — 
I did. 

7890. Did you receive from him a report in writing, 
dated 27th September? — That is correct. 

7891. Have you that? — Yes. 

7892. In that he says: “ Dear Mr. Governor, With refer- 
ence to your -letter of September 27lh and to our conversa- 
tion at the Bank of England this morning, I enclose a 
signed statement by Mr. C. A. S. Cooper, the Investment 
Manager of the Royal Exchange Assurance together with 
a statement signed by those present at the Treasury Com- 
mittee held at 12.45 p.m. on Wednesday, September 18th, 
1957. I am fully satisfied that the decision of the Com- 
mittee to authorise a sale of gilt-edged as recommended 
by the Investment Manager was taken without any 
knowledge or suspicion of any impending action by the 
Government or the Bank of England and I confirm that 
no mention of a change in Bank Rate or of a statement 
by the Chancellor of the Exchequer was referred to in 
the discussions of the Treasury Committee. In my opinion 
the reasons given by the Investment Manager to support 
his recommendations were more than adequate to justify 
the action taken which was entirely in the normal course 
of business. Yours sincerely, Kindersley.” Was that one 
letter you received? — Yes. 

7893. And then was there attached to that a memo- 
randum, signed by Mr. Cooper? — Yes. 

7894. I have taken Mr. Cooper through that. That 

showed you, did it not, that the Committee of Treasury 
of the Royal Exchange had approved Mr. Cooper’s recom- 
mendation and sold without delay some ? — Cash pro- 

ceeds of £849,000. 

7895. Yes, a mil, lion of gilt-edged? — Yes, cash, proceeds 

of 

7896. A million nominal gilt-edged. Then was there also 
attached to that — we have read this also — a statement 
which said : “ We have read the attached statement, dated 
27th September, signed by Mr. C. A. S. Cooper with which 
we are in entire agreement,” and was that signed by Lord 
Kindersley, Mr. Farrow, Lord Weeks, Mr. Roberts, Mr. 
Calvert and Mr. Scott? — Yes. 

7897. Did you also get a letter from Lord Kindersley 
on the same date, saying : “ With further reference to my 
letter of today’s date, I enclose a letter from Mr. Cooper, 
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Investment Manager of the Royal Exchange, giving de- 
tails of sales of gilt-edged securities for funds other than 
those of the Royal Exchange proper, the management of 
which is controlled by the General Manager and Invest- 
ment Manager of the Royal Exchange. I have purposely 
set these out separately as the funds do not come before 
the Treasury Committee and any action taken on them by 
the Management is invariably in keeping with the policy 
of the Royal Exchange itself, but sales and purchases are 
only reported to the Management and Treasury Com- 
mittee after they have taken place. Yours sincerely, 
Kindersley.”? — Yes. 

7898. Does that letter signed by Mr. Cooper say: 
“ Dear Lord Kindersley, I am enclosing this memo- 
randum which you requested about the recent Royal 
Exchange gilt-edged transactions.” It is a letter of the 
same date, the 27th September. “After the 18th Septem- 
ber meeting of the Treasury Committee I discussed with 
Mr. Roberts whether the Royal Exchange decision ought 
to be extended to two of the smaller autonomous funds 
which would be likely to borrow from the parent com- 
pany if no selling were to be done to meet their own 
future commitments. He agreed in principle to the follow- 
ing sales ”, and then they are set out, are they not?— Yes. 

7899. And it ends up by saying: “You will recall that 
I referred to these additional transactions very briefly at 
the meeting of the Committee of Management on Monday, 
23rd Soptomber ”?— I take those to refer perhaps to the 
latter transactions. 

7900. Maybe. You saw the total sales of the Royal 
Exchange and its smaller autonomous funds to an amount 
of £1,412,000 nominal? — The Royal Exchange as such was 
as referred to in the first letter, the cash proceeds of 
£849,000, was it not? 

7901. Yes, nominal a million? — Yes. 

7902. And nominal .in the other one of £412,349? 
I take it from you, sir. 

7903. Did the size of these transactions, effected as we 
know just before the rise of the Bank rate, strike you 
as somewhat unusual?— They did not strike me as at all 
unreasonable. The conditions were very unusual at the 
time. The size might have been unusual if general cir- 
cumstances were perfectly normal, but they did not strike 
me as at all unusual in the circumstances of Monday. 

7904. Did you make any enquiries to find out whether 
there had been any similar sales, excluding switches, by 
the Royal Exchange and its associated companies on any 
other occasions? — No. 

7905. Preceding the rise in the Bank rate?— No, I did 
not. T was entirely satisfied that this was a reasonable 
transaction. 

7906. Having seen Lord Kindersley, having seen these 
documents, did you make any further enquiries of any 
kind about the Royal 'Exchange? — Not beyond going 
through these documents. 

7907. Now I come to Lazards. Did you also get letters 
from Lord Kindersley about Lazards? — I did. 

7908. Again dated 27th September: “Dear Mr. 

Governor, As agreed with you this morning T have asked 
Mr. Brand to prepare a memorandum on the decisions 
taken by my colleagues concerning sales of gilt-edged 
securities which I now enclose. I confirm that I was 
not present at the meeting when these decisions were 
taken and that the other Managing Directors who were 
present at those meetings have added their signatures to 
the memorandum. In my opinion the decisions made 
were right under the circumstances and I am quite cer- 
tain that no-one concerned with the decisions had any 
inkling whatsoever of impending action by the Govern- 
ment or by the Bank of England. Yours sincerely, 
Kindersley.” And then a P.S. : “In between August 
27th and September 18th we had had to sell £2£ million 
gilt-edged and we had called £500,000 loans to local autho- 
rities at 7 days’ notice.” And that is initialled “ K ”. Then 
is there the minute: “The position, of the question of 
the firm’s investment policy was discussed at the Morning 
Meeting on Friday, 13th September, and it was pointed 
out that deposits, including current accounts, had fallen 
to a new low level of £8 million. As there was obviously 
going to be great uncertainty concerning the sterling posi- 
tion during the coming weeks — and particularly during 
the period of the meeting of the I.M.F. — it was suggested 
that further sales of British Government securities should 
be made. The position was reviewed again on Monday 
18th, and, after Mr. Brand had been consulted on Tuesday 
morning Mr. Meinertzhagen was given authority to sell 
up to £2 million of Government securities. He was asked 
to do this in such a way as not to press the market. (In 
fact, £1 million of Government securities were sold on 
Tuesday and £450,000 on Wednesday.) No-one present 



at the meetings on Friday or Monday had, or purported 
to have, any pre-knowledge of what action Her Majesty’s 
Government intended to take.” That was signed by Mr. 
Brand, Mr. Marris, Mr. Macartney-Filgate and Mr. 
Meinertzhagen? — Yes. 

7909. I suppose you appreciated, did you, when you 
read that minute with the covering letter, that of the 
£2j? million sold between August 27l’h and September 18th, 
£l| million, very nearly, had been sold on the Tuesday 
and on the 'Wednesday?— That was my clear understand- 
ing. 

7910. Did you make any enquiry of Lazards to find out 
whether sales of that amount of gilt-edged in that period 
of time were usual for them or unusual? — No. Again, 
I did not think the circumstances of the time were usual. 

7910a. I daresay you did not. Circumstances very often 
are not usual. 1 am asking you, did you make any 
inquiry of them to find out whether or not they thought 
it was an unusual event? — No, I did not. 

7911. So that here you had, I think, nominal sales 
of gilt-edged by a corporation of which Lord Kindersley 
is Governor and a company of which Lord Kindersley is 
the Chairman effected on the 17th and 18lh, of £2,800,000. 
That is ascertainable, I think, from the documents? — On 
the 17th and 18th of £2,800,000? 

7912. Yes. Take the total of the Royal Exchange and 
their group and Lazards. That, I think, is ascertainable 
from the documents supplied to you. I will ask you, 
at the time did you think that there was anything unusual, 
or warranting enquiry in sales of that magnitude being 
made by companies with which a member in your Court 
was closely connected? — I made certain enquiries 
and obtained these documents. Having studied these 
documents and discussed the matter on each occasion, I 
reached the conclusion that these sales were in the normal 
course of business and perfectly reasonable in the circum- 
stances. 

7913. And again, to make it quite clear, apart from 
your discussion with Lord Kindersley and perusal of 
these documents, you made no further enquiries? — No. 

7914. Were you told by Lord Kindersley of the sale 
made ‘by the British Match Corporation? — Not until I 
think, the 2nd of November. I am not absolutely sure 
about that date. 

7915. Did you ask him whether any other sales had 
been made by companies with which he was connected? — 
No, I did not. 

7916. Now I come to Mathesons. We know that on 
the 18th — we shall hear from Mr. Mynors as well as 
we heard from Mr. Keswick — that he informed the Deputy 
Governor that he had had an order to sell for some 
one of Mathesons clients — I am putting it quite generally? 
—Quite. 

7917. When did you get your first knowledge of those 
transactions? — Of the report that Mr. Keswick had made 
to the Deputy Governor? 

7918. Yes? — The Deputy Governor mentioned it to me 
that same evening immediately afterwards. 

7919. Did you make any inquiry of Mr. Keswick before 
the 27th September? — I think it was on the 26th that 
T had a word with him about it. 

7920. Did you make a note of your conversation with 
him?— On the 26th? 

7921. Yes? — No, I did not. I said that I should be 
glad to have details of the transactions. My recollection 
is that Mr. Keswick spoke either to me or to the Deputy 
Governor who then reported it to me, saying “ Would the 
Governor or the Deputy like to have full details of these 
transactions? ” I said that I should very much like to 
have them, and it was on the 27th that I asked him to 
come, and then I made a note of that conversation. 

7922. Is that the note which I think you have produced 
marked "Top Secret”? — Dated 27th September. 

7923. And did you get him to initial it after you had 
drafted it? — I did. 

7924. And you say: “I have today discussed with Mr. 
Keswick the sale of gilt-edged securities on Wednesday, 
18th, made on the orders of companies of the Matheson 
group in Hong Kong. When he had been called to the 
Bank on Wednesday, 18th, afternoon .to discuss the ques- 
tion of Bank rate with the Deputy Governor, he had re- 
ported that these orders had come in from Hong Kong 
and were being executed in the normal manner. The 
Deputy Governor had concurred that the proper course 
for a Director of the Bank in these circumstances was to 
carry on exactly as he would have done if he did not 
have any special information: any other course would 
arouse suspicion among his colleagues and in his office. 
I have now discussed the matter in detail with Mr. 
Keswick and have asked him to give me the background 
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to these transactions. He tells me that the Matheson 
group in Hong Kong have for some time been worried 
about sterling and inclined to sell gilt-edged. They had 
some time ago drawn up plans for investment in dollar 
securities and they also had other demands on their 
resources for which realisation of their gilt-edged holdings 
would be necessary. On Monday, 16th September, Mr. 
Keswick returned to his office from a three weeks’ holiday 
in Scotland. He found a note left by his brother in the 
office stating that he had had a personal message from 
Jardine, Matheson in Hong Kong, asking for advice about 
the prospects of devaluation and as to whether they should 
sell their gilt-edged holdings. At that time Mr. Keswick 
had not been to the Bank of England for three weeks and 
had no knowledge of discussions about a rise in the Bank 
rate on the following Thursday. He immediately wrote 
a letter which was despatched that day and drafted a 
telegram which he left to be seen by his brother and 
which was despatched on the following morning. In this 
letter and cable he stated that he did not anticipate de- 
valuation, and that in view of the importance of keeping 
liquid during a time of credit squeeze and dear money 
he recommended sale of gilt-edged holdings. It was only 
later on 'that day when he came over to the Bank that 
he had any indication that an early Bank rate change 
was under consideration. No decision was taken until 
the Wednesday, two days later. The amounts involved are 
set out in the attached note.” Was that the complete 
note? — Yes. 

7925. Did Mr. Keswick tell you that he had discussed 
with his brother in Scotland the question of these sales? 
— I do not recollect him doing so. 

7926. You knew of his lunch at the Bank on the 16th? 
—Yes. 



7927. He told you of that. Did you know that Mr. 
Mynors had told him that measures were under dis- 
cussion and might include a swingeing rise in interest 
rates?— I knew from the Deputy Governor at the time 
that he had written to his colleagues who were not at 
the Court meeting in the latter part of August, giving 
them the same sort of general indication. 

7928. I was not on that? — I am sorry. 

7929. I was asking you whether Mr. Keswick told you. 
I will re-frame the question, if I may. Did Mr. Keswick 
tell you at that interview that he had been told by the 
Deputy Governor that measures were under consideration 
and might possibly include a swingeing rise in interest 
rates?— I could not swear to that. I knew it from the 
Deputy Governor already, so that it would not have 
implanted itself on my mind if Mr. Keswick told me. 
I am not absolutely certain. I think my recollection is 
that he did not, but I would not be definite about that. 

7930. You say: “At that time Mr. Keswick had not 
been to the Bank of England for three weeks and had 
no knowledge of discussions about a rise in the Bank 
rate on the following Thursday.” The important words 
there are the words, “on the following Thursday”?— 
Certainly. 

7931. He had some knowledge of a possible rise in 
the Bank rate? — Yes, he had. 

7932. “He immediately wrote a letter, which was 
despatched that day, and drafted a telegram which he left 
to be seen by his brother, and which was despatched on 
the following morning.” Did he tell you that his brother 
had not seen it?— Not that I recollect. 

7933. Did he make any reference to his brother’s re- 
*uf n , om Scotland? — I do not recolleot any. I do not 
think I should have attached any significance to it. 

7934. “ It was only later on that day, when he came 
over to the Bank .that he had any indication that an 
early Bank rate change was under consideration.” The 

important word there is the word “ early ” is it not? 

Yes. ’ 

7935. Because in fact he had an indication that a Bank 
rate change was under consideration?— Among other 
things. 

7936. Would it have affected your mind at all if you 
had known that his brother had not seen this telegram 
bearing in mind that Mr. Keswick has said that that tele- 
gram would have had to have been sent off that day— 
the day on which it was sent off — if instructions were to 
come back for sales to be carried out before the Thurs- 
day?— I do not think it would have had any effect on 
my mind at all. 

. “ an "“ d documents, did you not, relating 

to Mr. Keswick?— I examined the files. ® 

7938. Did you concern yourself with the question : 
was it proper for Mr. Keswick to make any reply on 



the Monday morning .to a request for advice from Hong 
Kong? — Yes, I did. 

7939. Did you conclude that it was proper? — I did. 

7940. Did you realise that the request for advice had 
been given so long ago as the 3rd and 5th September? — 
I knew that requests had been pressing and coming some 
time before. I had not at the moment the exact dates 
in my mind. 

7941. Did you ask, or did Mr. Keswick tell you, that 
those were the requests for advice that he had received? — 
I saw them in the files. 

7942. And that they had come by letter. It was obvious, 
was it not, that those letters had not been dealt with by 
the Keswicks with any great sense of urgency? — It was, 
certainly. 

7943. Did it strike you as ourious that those communi- 
cations by letter were answered on the 16th by a letter 
and also by a telegram on the 17itih? — No, it did not. 

7944. Did you regard the telegram and letter as con- 
taining any improper disclosure? — None ait all. 

7945. You observed tihe passage in the letter, did you 
not, in which Mr. Keswick said that he did not believe 
that the Chancellor would dare devalue “ and therefore he 
will resort to all measures before so doing ”? — Y es. 

7946. Do you agree that “ all measures ” would include 
the Bank rate? — Gould include the Bank rate. 

7947. When you are referring to “all measures”, one 
of the measures which would be included under the word 
“ all ” would be the Bank rate? — It might certainly be. 

7948. Was it your view that the whole tenor of Mr. 
Keswick’s latter and telegram was that the Government 
were likely to continue their existing publicly stated 
polioies? — It was. 

7949. And perhaps introduce some new measures, but 
not to suggest any likelihood of early forceful action to 
arrest inflation such as was taken on September 19th ; 
was that your view? — That was the view I formed. 

7950. On those letters? — On the latter and telegram. 

7951. The letters speak for themselves, and I will not 
cross-examine you further as to whether that view was 
well founded. Did you apply your mind to the question 
whether it would be proper for Mr. Keswick to alter or 
cancel his telegram, after his lunch with the Doputy 
Governor? — I did. 

7952. Did you conclude unhesitatingly that it would 
not have been proper for him to do so? — I did. I felt 
that it could only lead to suspicion in hiis office that he 
had been told something special at the Bank. 

7953. Did it occur to you that if he had held up the 
•telegram for his brother to see, holding it up until his 
brother’s return would not have given rise to any sus- 
picion? — I believe it is entirely normal practice between 
them to try and let the other brother see the telegrams 
and drafts. 



sorry. 

7955. Did it occur to you that as he had said he was 
going to hold up the telegram for his brother to sec it, 
no suspicion would have been aroused if he had held it up 
stall further?— I am awfully sorry, I have not got the 
answer. 

7956. Did iit occur to you that as M,r. Keswick had held 
up the telegram for his brother to see it, no suspicion 
would have been aroused if he had held it up still further 
until his brother returned and had seen it? — I would not 
have though! it would have oaused any further suspicion. 

7957. I am not sure that I have not asked you this, 
but I would like to be sure about it. Would it have 
affected your mind at all if you had known that his 
brother had not seen the telegram?— No. I could not 
see the significance of it. 

7958 To summarise itfhis, apant from seeing Lord 
Kmdarsley and Mr. Keswuck, and the documents they 
had produced on the 27.th, you made no further enquiry 
about these matters of anybody that day?— Not beyond 
lookang into the documents which I had asked for and 
got. 

seen them, did you write a latter to the 
Prime Monaster? — I dad. 

7960. I will turn to that. Did you say this: “The 
question on whndh the Financial Secretary asked me on 
Wednesday to advise was whether there was any evidence 
of leakage about the intention to raise Bank rate. I have 
informed the Financial Secretary of my opinion that 
£ am , 8 suppled, in that opinion : (a) by the 
by ^ Chairman of the Stock 
nw^ 8 ’ ( f C L by ^ fihe Government Broker, (d) by the 
Sf riE. St C ° n ?f ee r? f London Clearing Bankers, 
(e) by the Chairman of the Discount Market Association. 
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This covers line responsible people in all the markets 
most diosely connected with the matter, and I have no 
doubt that the opinion which I have expressed to the 
Financial Secretary is correct. The Financial Secretary 
expressly said that he did not wish me to make any en- 
quiries _ about detailed transactions, or give him any in- 
formation about detailed transactions, until he had made 
up his nuind whether there was any prima facie evidence 
of a leakage about Bank rate intentions. In the past two 
days private information has come to me, as Governor of 
the Bank of England, about transactions by three cor- 
porations in which Directors of the Bank of England, 
as members of the boards of these corporations, might be, 
or hold to be, concerned. As Governor of the Bank of 
England, I have thought it my duty to investigate these 
transactions personally to assure myself that there was 
no irregularity or improper use of advance information. 
This I have done, and I am absolutely confident that in 
the three instances which have come to my ears, every- 
thing is entirely proper and there is no question of any 
irregularity whatever. I think it proper to inform you of 
this action which I have taken on my own responsibility. 
If you or the Chancellor of the Exchequer on his return, 
should wish to be supplied personally with details of these 
transactions, they are available.” The “ past two days ” 
you were referring to there were, of course, the 25ith and 
the 26th, were they not? — Yes — well, 26th and 27th, I 
think, accurately. 

7961. “ In the past two days” — 'you are writing on the 
27itth? — 1 was writing on the evening of the 27th. 

7962. Do you mean the 26'lih and 27>lh? — I meant the 
26tlh and 27th, yes. 

7963. That is to say, when you were referring on the 
271th to “the past two days”, you meant, “yesterday and 
today”? — I am afraid I did. 

7964. Were you aware that Mr. Keswick had mentioned 
the figure to the Deputy Governor of over a quarter of a 
million pounds? — Yes, I was. 

7965. You were aware when you wrote this letter that 
the nominal value was £1,000,000? — I was, yes. I had 
had full details by the time I wrote this letter. 

7966. Why was it in the notes you left for the Financial 
Secretary on the 25th September you make no reference 
to what I might call the Keswick case? — Because I thought 
at the time that that was perfectly normal — in the normal 
course of business. 

7967. On the 25th?— Yes. 

7968. You had made no enquiry at all then? — No, 
only from the Deputy Governor’s report. 

7969. But you had made no enquiry yourself, had you? 
— Only from what I had heard from the DepuLy Governor. 
No, j did not make any enquiry until the 26th or 27th. 

7970. Which three corporations were you referring to 
in this letter? — I was referring to the Matheson Group, 
the Royal Exchange and Lazards. 

7971. Jn fact, of course, it is many more companies 
involved than that ; there is the whole of the associated 
companies, and I suppose you were referring to British 
Match as well, were you not? — No, I did not know about 
the British Match. 

7972. From this letter would you agree anyone reading 
it might get the impression that there was certainly nothing 
abnormal in the transactions effected by those three cor- 
porations?' — Nothing irregular. 

7973. Or abnonmal? — I do not think I refer to 
normality or abnormality. 

7974. Did you regard any of these transactions as 
abnormal? — No. 

7975. Would you agree that anyone reading this letter 
would come to the conclusion, or might come to the con- 
clusion, that the transactions that you refer to were neither 
irregular nor abnormal? — Irregular. I do not think there 
is anything about abnormality here. 

Cross-examined 

7990. A few questions on behalf of Lord Kindersley. 
Have you before you Lord Kindersley’s letter of the 27th 
September about Lazards, and the Minute that was en- 
closed with 'that letter? — Yes. 

7991. You notice (lie post-script to the letter states that 
there had been sales by Lazards of £21 million of gilt- 
edged and loans to local authorities of an amount of 
£500,000 recalled during a certain period? — ■ — Yes. 

7992. I think the Attorney-General asked you a moment 
ago whether Lord Kindersley had drawn your attention 
to the fact that of those sales of £21 million gilt-edged, 
£11 million had been carried out on the 17th and 18th 
September. Do you remember his asking you about that? 
— It was perfectly clear from the documents before me. 
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7976. I know, but the impression or inference from this 
letter might be, might it not, that there was nothing ab- 
normal in these transactions, nothing irregular, nothing 
calling for enquiry? — My own view was that I had made 
enquiries, I was satisfied, and I was certainly suggesting to 
the Prime Minister that I did not think it called for further 
enquiry. 

7977. Why did you not mention the amounts involved 
in this letter? — Because I thought that what was relevant 
to the Prime Minister to know was that there were these 
cases in which Directors were concerned. 

7978. Was the omission to mention the nominal value 
and the amounts involved deliberate? — Certainly not. ] 
offered him details of the transactions. 

7979. Details. You never gave him any idea of the 
total, did you? — I said that I was perfectly prepared to. 

7980. With details. Did you regard the total as large? 
— I regarded it as large, but perfectly reasonable and 
entirely explicable. 

7981. In fact, the nominal value of the total trans- 
actions is just about £4J million, is it not? — I must take 
that figure from you. 

7982. If my mathematics are right, it amounts to that. 
Do you think it might have affected the Prime Minister’s 
mind as to whether or not a further inquiry should be 
held if you had told him that transactions of that amount, 
just under £4| million, had been carried out by companies 
closely associated with two Directors of the Bank, one 
of whom had been told before the transactions were 
carried out of the proposal to increase the Bank rate, 
and the other of whom had been told that discussions were 
going on, and that there was a possibility of a swingeing 
rise in interest rates? — I would not have thought so. I 
would have thought that the Prime Minister would wish 
to know whether 1 was satisfied that there was no 
irregularity, and the point do me appeared irrelevant 
whether it was for £10,000 or £1,000,000 or £5,000,000. 

7983. In fact, the magnitude of the transactions had no 
significance to you? — I did not think it was relevant to 
the Prime Minister’s consideration. 

7984. Did you think id might have affected his mind, 
or did you not think about it at all? — What I was con- 
cerned to do was to make quite clear to the Prime Minister 
that these cases existed and that he was very welcome to 
details. 

7985. You were concerned, quite naturally, to tell him 
your conclusions, as Governor of the Bank of England, 
in relation to matters in which Directors of the Bank of 
England had been concerned, based upon the inquiries 
that you had made? — Yes. 

7986. I will again ask you, was it accidental or 
deliberate that you gave the Prime Minister no indication 
of the magnitude of those transactions? — I again repeat: 
I thought that what was relevant to the Prime Minister 
was the fact of these transactions and not the details of 
these transactions. 

7987. Did you appreciate that if the transactions 
appeared unduly large it might affect the Prime Minister’s 
mind as to whether to hold an inquiry or not? — I thought 
not, if they were reasonable transactions and proper trans- 
actions. It was the propriety with which I was concerned 
and not the size. 

7988. But an abnormal size might raise doubts about 
the propriety, might it not? — I would not have thought so. 

7989. At any rate, you did not tell him ; you merely 
told the Prime Minister that you would supply details, 
but you, as Governor of the Bank of England, were 
absolutely confident, in the three instances which had come 
to your ears, that everything was entirely proper and that 
there was no question of any irregularity whatever? — 
That is so. 

' Mr. MacKbnna 

7993. Exactly. Have you looked at the Minute which 
accompanied (the letter? Does the Minute Itself say that 
in fact £1 million of Government securities were sold on 
Tuesday, and £450,000 on Wednesday? — Yes. 

7994. Going back to Lord Kindersley’s letter, do you see 
the second paragraph of the letter where he confirms that 
he was not present at the meetings when these decisions 
were taken, and that the other Managing Directors who 
were present at the meetings had added their signatures 
to a memorandum? — Yes. 

7995. Are you familiar with the Directors of Lazards, 
do you know who they are and how, generally speaking, 
Lazards conduct their business? — -Pretty well. 

H 
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7996. Have you been in the City for many years? — 
About thirty, off and on. 

7997. Did it surprise you when you got a letter from 
Lord Kindersley to note him saying that he was not 
present at the meetings when these decisions to sell gilt- 
edged securities were taken? — Not at all. 

7998. Chairman : Bu't did you know he was present 
on the 13th, the Friday, because I think he was?— No, 

I did not. 

7999. Mr. MacKenna: But when you say you were not 
surprised to read the second paragraph, what is your 
reason for saying it?— Because I know perfectly well, what 
had happened for many years, that Lord Kindersley 
occupies himself mainly with the credit business and the 
overseas banking and banking business of Lazards, and 
Mr. Brand occupies himself with their investment business. 

8000. That is a well-known fact? — It is well-known to 
me. 

8001. Turn over the page and look at the Minute for 
a moment. The Minute states that at the morning meeting 
on Friday 13th September, “It was pointed out that 
deposits, excluding current accounts, had fallen to a new 
low level of £8 million. As there was obviously going 
to be great uncertainty concerning the sterling position 
during the coming weeks, and particularly during the 
period of the meeting of the I.M.F., it was suggested that 
further sales of British Government securities should be 
made”. In relation to a situation of that kind, the de- 
posits of Lazards having fallen to a new low level, and in 
relation to the uncertainty about sterling, do you think 
that the sales of £H million of gilt-edged on the 17th and 
18th were surprising in amount? — Not at all ; I think 
they were perfectly reasonable. I was, of course, aware 
when .this memorandum said they had fallen to a new low 
level of £8 million, they had been £11 million-isb, or 
thereabouts, earlier. 

Cross-examined 

8008. I want you to have in front of you copies of the 
telegram and letter that were sent by Messrs. Matheson 
to Hong Kong. ( Same handed .) Look first at the tele- 
gram, Annex “ J ”. Have you read it through? — Y es. 

8009. Was that one of the documents that appeared in 
the file that Mr. Keswick left with you? — It was. 

8010. And no doubt you studied it then? — I did. 

8011. Let me read a sentence the Attorney-General used 
in opening this pant of the case some fortnight ago. He 
referred to Mr. Barton’s interpretation of that telegram, 
and he said : “ In view of Mr. Barton's statement, there is 
no doubt in my submission that Mr. Barton regarded the 
telegram which he received as an indication that the Bank 
rate was most likely to be raised ”. If you had received 
that telegram, being in the position of Mr. Barton in 
Hong Kong, what would you have treated it as mean- 
ing? — I cannot say exactly what might have been in Mr. 
Barton’s mind. If I had received that telegram I should 
have interpreted “ tighter money ” to mean a reinforce- 
ment of the credit squeeze, dealing with bank advances, 
dealing with Capital Issues Committee, hire-purchase and 
so on. I should not myself have related it to Bank rate. 

8012. Would you have treated it as relating to higher 
interest rates? — Tighter money meaning restriction of 
availability of credit may lead to higher interest rates for a 
longish period. It is not necessary, but it is certainly 
possible that it may do so. 

8013. And is an interpretation of it as meaning higher 
interest rates, in your view, an interpretation that would 
lead to the view that the Bank rate was going to be raised 
within the next week? — Not at all. I should regard it as 
an entirely distinct and different thing from the rise in the 
Bank rate which is a deliberate decision designed to lead 
to an immediate rise in interest rates. 

8014. Will you assume that Mr. Barton had been a 
business man in Hong Kong for a good many years. The 



8002. You knew that? — I knew that. 

8003. Some questions have been asked during the In- 
quiry to suggest that by the Monday or Tuesday, that is 
to say, the 16th and 17th September, there was easing 
of the tension, and even the words “ a turning of the 
tide” have been used. Take the position on the 16th 
September: was anxiety about the future of the pound 
any less on the 16th September than it had been during 
the previous week?— Most certainly not, in my mind ; 1 
was engaged in recommending an increase in Bank rate 
to 7 per cent. 

8004. Was anxiety mounting on Hie 16th and 17th? — 
Mine was ; the surprising thing to me was that there was 
not very much heavier selling and more disquiet in the 
City at that time. 

8005. If the Board of Lazards had considered on the 
13-th September improving their liquidity, would you be 
surprised to find them on the 16th September taking a 
decision to sell up to £2 million because they were still 
disquieted? — I do not think I could speak of the exact 
figure, whether it was £1 million, £2 million or £3 million. 
I do not think any of those figures would have surprised 
me. 

8006. Taking a company like Lazards and, again, a 
company like the Royal Exchange, is one of the purposes 
for whioh they have large sums invested in gilt-edged 
that they may release the gilt-edged ail any time they need 
to make themselves liquid?— I should have said it was 
the purpose. 

8007. In those circumstances, do you see anything sur- 
prising in two companies of that kind having sold large 
amounts of gilt-edged in that week in order to make 
-themselves more liquid?—! see nothing surprising in view 
of the circumstances and conditions which were reported 
to me. 

by Mr. Megaw 

Attorney-General in opening has said this : “ Mr. Barton, 
one would -perhaps be entitled to presume, would know 
that if it was going to be raised” that is the Bank rate 
“ the day on which it would be raised would be a Thurs- 
day, the telegram being received on the Wednesday morn- 
ing”. Do you think that is a fair presumption? — I am 
afraid I do not know Mr. Barton. I do not know whether 
he has been much in the City or not. I could not express 
a view on -that point. 

8015. Now will you look at the letter marked Annex 
“ I ”. You remember a few moments ago the Attorney- 
General asked you questions about one part of one sen- 
tence in that letter, and then said that he did not propose 
to cross-examine about it further. Have you read that 
letter as a whole? — I did at the time. I have not at 
this moment. 

8016. Would you be good enough to -read it through 
carefully now, not just one sentence. — ( After studying 
letter ) : Yes. 

8017. Having read through that whole letter, will you 
tell the Tribunal whether you think it means that the 
Bank rate was going to be raised on the following Thurs- 
day? — No. In replying to the question the Attorney- 
General put to me, I think I confirmed that in my opinion 
the whole tenor of that advice was that the Government’s 
policy was likely to go on existing in publicly stated 
policies, perhaps introduce some new measures, but not 
to suggest any likelihood of early forceful action to arrest 
inflation that was taken on the 19th by Bank rate and 
other measures. 

8018. Apart from what the letter actually says, would 
you regard that letter as giving any hint or indication that 
the Bank rate was going -to be raised on the following 
Thursday? — No. 

( Adjourned for a short time.) 



Re-examined by Mr. Cross 



8019. You have told us that you have been Governor 
of the Bank since 1949? — -Yes. 

8020. Were you the Deputy Governor from 1945 to 
1949?— Yes. 

8021. And I think before that you were one of the 
Executive Directors of the Bank? — Since 1938. 

8022. So you have been connected with the Court for 
nearly twenty years?— Yes. 

8023. Now the Attorney-General took you through the 
notes which you prepared and gave to the Financial Secre- 
tary on the 25th September, but to give a complete pioture 
in that regard, did you write a letter to the Financial 



Secretary on the 27th enclosing a letter that you had writ- 
ten to Sir John Braith-waite and his reply? — Yes- 

(Copies marked Exhibit 9.) 

8024. May I go through those with you? You say to 
the Financial Secretary in your letter of the 27-th : “ With 
reference to my letter of yesterday confirming telephone 
conversation, I now enclose, to complete the record, a 
copy of the letter I have .written to the Chairman of the 
Stock Exchange, together with a copy of his reply”. 
Your letter to Sir John Braithwaite was as follows : “ I 
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sent to you yesterday for the record a copy of a letter 
to the Financial Secretary refering to a telephone conver- 
sation I had with you. I now enclose, also for the record, 
a note of the conversation which I had with you on 
Wednesday which I hope accurately records what you 
said.” That is the note that has been read? — Yes. 

8025. “As I mentioned to you, I was making this 
enquiry at the request of the Financial Secretary to the 
Treasury, to whom 1 sent a copy of this note. I confirm 
that, as you asked, -I made it clear to the Financial Secre- 
tary that, whilst you did not consider that there was any 
prima facie evidence of a leakage, the Stock Exchange 
would in no way oppose an inquiry if the Government 
considered one advisable and would afford their full 
co-operation. On this point the attitude of the Stock 
Exchange is precisely as that of the Bank of England.” 
Then you say you are sending a copy of that letter and 
propose to send a copy of any reply to the Financial 
Secretary. Sir John Braithwaite replies: “I write to 
acknowledge receipt of your letter together with enclosures 
and a copy of your letter to the Financial Secretary” 
and he says he has no comment. Now I want to take you 
back to the last sentence in the second paragraph of the 
letter to Sir John: “On this point the attitude of the 
Stock Exchange is precisely as that of the Bank of 
England.” Did you make the attitude of the Bank of 
England, on that point, plain, do you think, to the Finan- 
cial Secretary? — I made it plain when I called on him 
the second time on the Wednesday. 

8026. That is to say, that you in no way opposed 
an inquiry and would afford your full co-operation? — I 
said I made it clear to him that both the Bank of England 
and the Stock Exchange authorities would willingly co- 
operate to the full if Her Majesty’s Government decided 
that an inquiry was necessary. 

8027. You have been asked questions on the second 
paragraph of the letter that you wrote to the Prime 
Minister on the 27th. I would remind you of what you 
said in the second paragraph: “In the past two 
days, private information has come to me, as Governor 
of the Bank of England, about transactions by three 
corporations in which Directors of the Bank of England, 
as members of the boards of these corporations, might be, 
or held to be, concerned. As Governor of the Bank of 
England, I have thought it my duty to investigate these 
transactions personally to assure myself that there was 
no irregularity or improper use of advance information. 
This I have done, and I am absolutely confident that in 
the three instances which have come to my ears, every- 
thing is entirely proper and there is no question of any 
irregularity whatever.” You have told us that you have 
read the transcript of all these proceedings at this 
Inquiry? — The great bulk of it. 

8028. The question whether or not there was any 
impropriety in these transactions is, of oourse, not one for 
you in any way, but one for the Tribunal, but in view 
of questions that were asked you by the Attorney-General 
this morning on that paragraph, I fed I would like to ask 
you this question : supposing there had been available to 
you at the time when you wrote that letter to the Prime 
Minister and made these investigations, what you now 
know, from having read the transcript, do you think it 
would have made any difference to the opinion you there 
expressed? — I think 1 should have taken exactly the same 
view. 

8029. Coming now to another matter, in your evidence 
in chief in this connection, you said that the Government 
Broker never deals for official account on Thursday morn- 
ings, whether or not there is or is not a change in the 
Bank rate, and you told us that he was told of the inten- 
tion to make a change on Wednesday evening, but that it 
is your regular practice to maintain the same instructions 
to him up to the close of business on Wednesday, exaotly 
as if no change were contemplated. Why do you do that? 
— If we made any change in the early days of a week in 
which a change of Bank rate was contemplated, we should 
obviously be disclosing to the market that something was 
to come, and it would, in fact, be a clear warning that a 
change in Bank rate was under contemplation. 

8030. One of the witnesses earlier in this Inquiry, a Mr. 
Merriman., who is, I think, a member of a firm of jobbers, 
told the Tribunal that he went to see the Government 
Broker and had an interview with the Government Broker 
shortly after the rise in the Bank rate. At Day 3, page 33, 
he was asked why he went and his answer was : “ Because 
we felt that the open market dealings done by the Govern- 
ment Broker had been rather misleading during the whole 
of the days previous to the change in the Bank rate.” 
He was suggesting that it was rather hard on the jobbers. 
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Would you like to make any comment on (hat complaint 
by Mr. Merriman? — I have explained, and I think it is 
inevitable of course, that it is unpleasant for the Bank to 
have to lake decisions which may involve sections of the 
City in losses. We are very well aware that the discount 
market and the gilt-edged market will, in fact, be involved 
in losses by a sharp increase in the Bank rate. That is 
quite inevitable, it is recognised by us, and as I say, it 
is regrettable because the discount market and jobbers 
and the gilt-edged market perform extremely valuable ser- 
vices to the City and to Her Majesty’s Government. 1 
should just mention that there are other occasions When, 
for example, the Bank rate is moving in another way 
where some advantage may be derived by those sections 
of the market. There is, therefore, to some extent a 
question of swings and round-abouts in this. 

8031. Coming now to another point, the Attorney- 
General questioned you about the normal procedure you 
follow in consulting members of the Court before there is 
a change in the Bank rate. I think you told us that in 
this case you made your consultations, or started your 
consultations rather earlier than you normally would do. 
Is that right? — That is so. 

8032. Why was ithat? — That was quite definitely 
because the Ohancelor asked me, in the meeting to which 
I have already referred, on the Sunday evening, for a firm 
view on behalf of the Bank by the Monday evening. I 
therefore had to consult the Committee of Treasury during 
the Monday, and I also wanted to consult other directors 
who I thought could best advise me on the particular 
matter in hand. The Chancellor made it clear to me that 
he needed that by the Monday evening and was, I think, 
in 'the course of consultations with his ministerial 
colleagues at the time. 

8033. We know that you did consult a number of 
directors on Monday and reported to the Chancellor. 
Was it dear to you on Monday, after you had consulted 
those people, that there would, in fact, be a rise in the 
Bank rate to 7 per cent, on the Thursday? — No, by no 
means. My discussions with the Chancellor of the Ex- 
chequer were at a fairly early stage at that moment, and 
I was aware, the Chancellor told me in fact, that the whole 
of this question, the subject of discussions with his col- 
leagues and the position of Her Majesty’s Government 
was open until the Wednesday morning when, as I have 
already stated, I was informed on the telephone by Sir 
Roger Makins that Her Majesty’s Government would 
approve the decision. 

8034. When would you say that effectively the decision 
to' raise the Bank rate was taken, if I can put it in that 
way? — 'Effectively, I would say, on the Wednesday morn- 
ing about lunch time after I had been informed that the 
Government would approve and after I had put the anattar 
to the Committee of Treasury and they had approved the 
submission to the Court of Directors. 

S035. I suppose theoretically the final decision is only 
taken when the Court makes its decision on the Thurs- 
day? — Gh certainly. 

8036. So if there was some catastrophic change between 
Wednesday and Thursday, theoretically it might affect the 
position? — A little more than theoretically, I should say. 
lit would have been open to me up till the Thursday 
morning to have made a different proposal to the Court, 
when the Court met, if there had been some violent 
change. Clearly, in the absence of any violent change, as 
I have said, I think the effective decision was taken on 
the Wednesday. 

8037. As you have read the transcript, you will be 
aware ithat from time to time questions have been asked, 
both of Mr. Keswick and Lord Kindersloy, by the Tri- 
bunal with regard to a possible embarrassment that they 
might find themselves in, having regard to the fact that 
they are both directors of the Bank of England and also 
directors of private concerns. You have noticed that, 
have you not? — Yes. 

8038. Do you regard that question as one of great 
public importance? — I certainly do. 

8039. Have you, in connection with it, prepared a 
memorandum setting out your views on the matter? — I 
have. 

8040. Would you feel it more convenient, if the Tri- 
bunal would permit you so to do, to read that memo- 
randum rather than that I should take you through it 
by a process of question and answer? — It would be a 
great convenience to me if it were possible, because 1 
should feel more sure of giving my views accurately to 
the Tribunal. 

Mr. Cross: The position is, my Lord, that I have shown 
this memorandum to the Attorney-General and he has ex- 

H 2 



Printed image digitised by the University of Southampton Library Digitisation Unit 



208 



16th December 1957 



Mr. Cameron Fromanteel Cobbold 



pressed the view — if I may say so, with respect, rightly — 
that although this is a matter obviously of public im- 
portance, it is not directly germane to the terms of 
reference of the Tribunal, and .therefore it would not really 
be proper for him to take the Governor through it, but 
that it should be left to me. In those circumstances I 
ask your permission that the Governor be allowed to read 
this memorandum and then, of course, it will be for you 
and for the Attorney-General and any of my friends, to 
ask him questions on it. 

Chairman : We feel that the matter has been raised and, 
therefore, though it may not be germane to the matters 
we have to determine, if the Governor desires to give his 
views on the matter he should be at liberty to do so. 

Mr. Cross : He would be very much obliged to your 
Lordship. Would your Lordship think it proper for him 
to give them by reading the memorandum? It does seem 
more convenient for him to do that than for me to lead 
him through it. 

Chairman : I think it is far more convenient, if you have 
copies. 

( Statement marked Exhibit 10) 

Witness: I am very grateful to you for allowing me to 
read this. I would like to say first, that naturally the 
Bank would attach the greatest weight to any comment 
which the Tribunal might make on this point, but I do 
feel that it might be useful if I were to paint the picture 
now as I see it. From time to time some strain is put 
on Directors by their possession of special knowledge, 
but it is very clearly understood by Directors that they 
must not allow special knowledge derived from the Bank 
to influence them in their affairs elsewhere, but must seek 
to divorce themselves from that knowledge and act as 
they would have done if they had no such knowledge. I 
thought that the Chairman put this position very clearly 
when questioning Mr. Keswick. A director dearly also 
has to be careful not to give any hint outside the Bank 
about special knowledge either in what he says or in such 
ways as abstaining from decisions. 

It seems to me that a similar position often arises both 
in business matters and, more generally, in other walks 
of life, where an honest man must often divorce one set 
of interests from another and must not use in one capacity 
information available to him in another. The position 
arises almost every day in banking, where a banker is 
not expected to use, for his bank’s profit, secret informa- 
tion about a customer’s affairs. A professional accountant 
is not free to use secret information about the affairs of 
his clients for the benefit of a company of which he may 
be a director. I am not familiar with the legal profession 
but I imagine that the same position must arise there too. 

It is obvious that, in a case such as is before the 
Tribunal, this problem is high-lighted. But I should not 
wish the Tribunal to feel that it is a problem which gives 
serious or frequent trouble in the Bank of England. In 
my 20 years’ experience on the Court I have found that in 
practice it does not give my colleagues frequent difficulty. 
On the rare occasions when a Director is uncertain about 
his proper course, my experience is that he immediately 
comes to the Governor or Deputy Governor and asks what 
he should do. 

Nor should I wish the Tribunal to feel that this is a 
new problem. It must have been with the Bank of England 
throughout its long history. In fact in the old days, when 
most Directors were individual merchants or partners in 
merchant firms, it must have arisen much more frequently 
than it does now. Nor indeed is this problem confined 
to this country. In the other great financial market of 
the world, the United States of America, the same sort 
of problem exists. The responsibility for fixing the rate 
of discount lies, subject to approval by the Board of 
Governors of the Federal Reserve System in Washington, 



with .the Boards of Directors of the Federal Reserve Banks 
in each district. These Boards of Directors include 
representatives of commercial and banking interests, and 
conduct their affairs on rather similar lines to the Court 
of the Bank of England. 

But the existence of this problem (even if it arises in- 
frequently) must pose the question whether the present 
arrangement is on balance best suited to the national 
interest. I am most strongly of opinion that it is. 

The Bank of England is not, as is sometimes suggested, 
a mere operating department under the Treasury. This 
suggestion has been fed over recent years by quotation of 
a reference by a very great Chancellor of the Exchequer 
to the Bank as “ his creature ”, a phrase which the Chan- 
cellor told me on the following day he had used lightly 
and in jest. 

The Bank of England is the banker, agent and confi- 
dential adviser to Government over a very wide range 
of financial matters, domestic and international. The Bank 
has also a direct responsibility for market monetary 
management, which includes the fixing of Bank Rate and 
various other market operations. This is the position both 
in Law and practice. In Law the Court is responsible 
for the conduct of the Bank’s affairs subject to any direc- 
tion which may be given by H.M. Treasury under Section 
4 (1) of the Bank Act 1946. In practice the Court of 
the Bank accept and discharge these responsibilities, in 
consultation with Her Majesty’s Government and recognis- 
ing that in the last recort the policy of the Bank must 
conform with the general policy of Government. I am 
confident that this position is clearly understood between 
the Bank and H.M. Treasury. 

The first responsibility for formulating the Bank’s 
policy and for tendering advice to Her Majesty’s Govern- 
ment naturally falls on myself and the Deputy Governor. 
We have at our disposal advice on policy and operational 
matters from the Executive Directors and the Permanent 
Staff of the Bank, most of whom have spent much or all 
of their working lives within the Bank. But it has been 
consistent practice throughout my experience for the 
Governor and Deputy Governor to keep the Court as a 
whole, and Directors individually, closely informed about 
policy, and to consult with them and seek their views 
before making any major proposal. The Directors of 
the Bank cover between them a very wide range of in- 
terests in banking, industry, commerce, Trade Unions, 
shipping and insurance. They are all practical men, with 
a wide and up-to-date knowledge of events at home and 
abroad. It is quite invaluable to the Governors to be able 
to draw on this fund of knowledge and experience in 
formulating policy and to be able to share with the Court 
responsibility for decisions which must affect sterling 
throughout the world. I believe that, at any rate in my 
experience of 20 years on the Court, successive Chancellors 
of the Exchequer have felt it an advantage to them, and 
to the national interest, to know that advice tendered 
to them by the Governors and decisions proposed by the 
Governors have the support of the wide experience 
represented by the Court of Directors. 

The strength and the independence of thought of the 
Bank derive mainly from a Court constituted on present 
lines, taking an active and continuous part in forming 
policy. If the nature of the Court were to be altered so 
that it _ were not to be composed of active practical men 
of business, or if Directors were to become mere figure- 
heads divorced from the real affairs of the Bank, then 
it is my belief that the utility of the Bank to the public 
interest, in this country and in the Commonwealth, would 
disappear. 

Chairman : Yes, Mr. Attorney? 

The Attorney-General : Might I ask a question or two 
in what I might call re-examination to clear up one or 
two matters, and also on this document? 



Re-examined by The Attorney-General 



8041. You were asked by Mr. Megaw about how you 
interpreted Mr. Keswick’s letter and telegram, and your 
views on Mr. Barton’s interpretation, and you were referred 
to. certain observations I made in opening this case. You 
said you had read the short-hand note or a great part of 
it, did you not? — Yes. 

8042. Had you in mind, when you gave that evidence, 
the observations made by Mr. Keswick (Day 5, page 55) 
about that? — I am afraid I have not the reference in 
front of me. 

8043. I put this to him: “You never intended Mr. 
Barton to read your telegram as indicating dearer 
money? (A.) No, I did not. (Q.) His statutory declara- 



tion and the Minutes of that company show he read it 
that way? (A.) Yes.” I am not quite sure if I am clear 
with regard to your evidence. Were you trying to sub- 
mit or suggest that your reactions to those documents, 
Mr. Barton’s statutory declaration and the Minutes of 
the Company were that they should be read in a different 
way from that stated by Mr. Keswick?— -I do not think 
so. 

8044. I was not sure. I want to ask you some general 
questions about this statement you have made, but before 
I do so, at the top of 2 of my copy you say : “ On the 
rare occasions when a director is uncertain about his 
proper course, my experience is that he immediately 
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comes to the Governor or Deputy Governor and asks 
what he should do.” Have you that passage in mind? — 
Yes. 

8045. You know that Mr. Keswick came to lunch with 
the Deputy Governor on the 1.6th September. He did 
not, on that occasion, ask the Deputy Governor what 
course he should lake, did he? — No. 

8046. He said that he thought he would place the 
Deputy Governor in an embarrassing position ; you re- 
member that? — Yes. 

8047. That was one occasion on which that course was 
not followed, was it not?— I did not think Mr. Keswick 
was uncertain about his proper course. 

8048. I want to ask you, if T may, a few general ques- 
tions about this document. You told me this morning 
that one reason why you had conversations before the 
Thursday with a large number of your Court, I think 
eight or nine or something like that, was to make sure 
that you would have their support at both the Committee 
of Treasury and the Court Meeting on the Thursday?— I 
think I saw them all before Thursday except one. 

8049. And that was one object, was it not?— Yes. 

8050. And indeed, it is inevitable that if the decision 
to raise the Bank rate rests with the Court, and the deci- 
sion is to be announced that morning, that you should 
make sure that it will be carried by the Court? — It is 
very convenient. 

8051. It might be extremely inconvenient if you found 
your motion defeated, as it might theoretically be, by the 
members of the Court? — Excessively inconvenient. 

8052. In theory this is the position, is it not — I am nor 
saying it would happen— that the Chancellor of the Ex- 
chequer might agree with you that the Bank rate should 
go up or down, and in theory the Court of Directors 
might say : “ We are not going either to put it up or put 
it down ”?— Certainly. 

8053. So the final decision of the Bank of England, as 
at present constituted, rests with the Court of Directors? 
—Subject to any directions which may be received. 

8054. Leaving aside the question of directions? — Yes. 

8055. T am much obliged ; I had not got my mind on 
that. Of course the directions might be given before- 
hand or after? — I would take it so. 

8056. You may leave directions on one side for the 
moment. Of course, before the Bank was nationalised 
a decision as to the Bank rate would have to be taken 
by the Court of Directors, would it not? — In exactly the 
same way — leaving out directions. 

8057. I am leaving out directions? — Yes, in exactly the 
same way. 

8058. I assume — perhaps you can tell me so— that you 
have followed the same practice as your predecessors, 
like Sir Montague Norman, in consulting the directors 
before the Court meet on the Thursday? — I would think 
so. 

8059. I would like to put this to you as a possibility. 
T expect you have considered it. Have you considered 
the possibility of a change in the Bank rate being made, 
not by a decision of the Court, but being made by the 
Governor and Deputy Governor with the consent of the 
Chancellor of the Exchequer? — It is clearly a possibility. 

8060. Have you considered it? — Not at any length. 

8061. I would like to put this to you. Of course, if 
that was the position, it would be possible for you and 
the Deputy Governor to get all the valuable advice from 
(he other directors, valuable advice to which you referred 
in paragraph 7 of this statement? — It would be impossible. 

8062. No, possible? — I do not follow you. 

8063. I said if the actual decisions for raising the Bank 
rate were left to you and the Deputy Governor, it would 
still be possible for you to get valuable information from 
the other directors, which you referred to in paragraph 7 
of your statement? — It would not be possible for me to 
get the valuable advice about that position. 

8064. I am afraid I do not follow ; you could find out 
from them their views as to what should be done, could 
you not? — May I see that I am taking your point 
correctly? 



8065. Certainly. May .1 put it to you perhaps as simply 
as possible. Before the decision is made to raise the 
Bank rate or lower it, it is no doubt of great value to 
you to know the views of your directors? — On that 
particular point? 

8066. Yes ; and you can ask them, I imagine, what those 
views are? — Yes. 

8067. But it does not follow from asking them what 
their views are, that you are under any obligation to 
tell them what you are going to propose on a particular 
Thursday ; you see? — Yes, I see the point. 

8068. So if it were left to you and the Deputy Governor, 
with the consent of the Chancellor, to make the actual 
decision, there would be no obligation upon you to 
inform the Court of directors, in advance, of what you 
were going to do? — Assuming that I was free to have 
complete consultations with them throughout the whole 
proceedings. 

8069. That iis what I am putting to you. 1 am suggest- 
ing it to you to see what is your reaction ; that if the 
decision rested with you, you would not have to tell 
them what you proposed to do to get their consent, but 
you could still ask them for their views and get the 
information that they can supply?— I think I should 
•have to tell them what I was proposing to do, in order 
to get their views. 

8070. You think so? — ‘May I take the specific point 
at issue. We were considering a move in the Bank rate 
to 7 per cent, at a moment of very strong pressure against 
sterling and an Exchange crisis. The specific point that I 
wanted advice on was what effect a movement to 7 per 
cent, was likely to have on the exchanges. I think that 
was the point foremost .in my mind at that moment. 
Therefore, to get that, I should have had, in the condi- 
tions that you are putting, to ask of them : “ What effect 
do you think a move to 7 per cent, in the Bank rate 
would have on sterling? ” Without putting that question, 
I do not believe I could have got the full benefit of their 
advice. 

8071. I do not know, T am, perhaps fortunately or 
unfortunately, not a banker, 'but 1 would have suggested 
to you that you might have asked them for their views 
as to what would be the effect of putting up the Bank 
rate one point or two points, and what would be the 
effect on this, that or the other, without disclosing your 
hand, if I may so put it? — I think what I said was, I 
should have to ask them what they would think of a 
proposal to put the Bank rate up to 7 per cent. 

8072. At any rate, if you were able to take responsi- 
bility yourself with the Deputy Governor and with the 
agreement of the Chancellor you would eliminate, an a 
large degree, the necessity of telling all the Court before- 
hand what you were proposing to do? — But not of very 
full consultation. 

8073. I am only putting that forward as a suggestion 
to get your views? — I quite understand. 

8074. Because you appreciate, I am sure, that the dis- 
closure of your intentions must .put directors in an 
embarrassing position? — As I have said it sometimes puts 
them in a slightly embarrassing position. I would submit 
there that the full consultation to which I should have 
to go if I were to get the full value of their advice, would 
be very similar in that respect to their knowing I was 
making a proposal, because as I said in answer to Mr. 
Cross, on. the Monday, .it was by no means definite that 
this proposal would go through, and Her Majesty’s 
Government’s position was quite open. 

8075. Is Sir George Bolton the real expert on the 
Exchanges? — He is not an executive director any more. 

8076. No? — He, I think, would be recognised as one 
of the greatest experts on foreign exchanges in England. 

8077. Did you consult him about this? — Yes. He is a 
member of the Committee of Treasury. 

8078. Did you consult him before the meeting of the 
Committee of Treasury on the Monday? — 1 consulted him 
•on the Monday — on the Tuesday ; he was not home until 
the Tuesday. 



By The Tribunal 



8079. Chairman : I want you to throw your mind back, 
if you will. We are now trying to recollect matters which 
occurred almost exactly three months ago. It seems to 
me, at any rate, reasonably clear that at some time the 
names of Lazards, Royal Exchange and Lord Kindersley 
were being bandied about the City. I think that is clear 
from the evidence that we have received. Can you, casting 
your mind back, recollect when you first heard those 
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names were being mentioned? — I first heard the name of 
the Royal Exchange among other names of insurance 
companies, I think, some time on the Wednesday evening 
—the 22nd? 

8080. The 25th? — The 25th, the day I was in discussion 
with the Financial Secretary to the Treasury. That evening 
was when I first heard about it. The Royal Exchange at 
that moment was mentioned, as I say, as one of several 
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other insurance companies as a possibility. I heard the 
Royal Exchange’s name mentioned more definitely in the 
following two or three days after Lord Kindersley had 
given me the details. Speaking from recollection which is 
not easy, the name of hazards, I do not think was men- 
tioned to me by anybody except Lord Kindersley, until 
the following week, but I could not be absolutely certain. 
I can be certain that the name Lazards was not mentioned 
to me before Lord Kindersley gave me the details. 

8081. You yourself heard from the Deputy Governor, I 
understand, of the Matheson deals or of certain deals 
by Matheson’s as early as the 18th? — Yes, I did. 

8082. Did you hear later on that there were complaints 
of fairly substantial dealings after-hours on that Wednes- 
day the 18th? — In general, not with particular names, yes, 
I did. 

8083. Did you couple with that Matheson’s deals? — 
No. I primarily coupled the tum-round from 2.30 to 3.00 
or the big seller coming in with the Royal Exchange in 
my mind, when I first heard about it. Clearly, I thought 
Matheson’s were one of the people who were late after- 
noon or after-hours, I did not know which. 

8084. I suppose the after-hours deals you heard about 
before the 25th September? — Yes, I did. I heard that 
there were after-hours dealings before the 25th, certainly. 

8085. You remember Mr. Spooner, of Wedd & Owen’s 
circular, and the Chairman of the Stock Exchange? — I 
am sorry. It is difficult to remember which week is which. 

8086. That was the 24th ; so you had heard? — Y es. 

8087. Did not you then think of Mathesons in that 
connection? — It did not cross my mind vigorously at the 
time, no ; in fact, I think, at all. 

8088 You say that you did not hear of the Royal 
Exchange until after your second memorandum to the 
Financial Secretary? — That was some time during the 
Wednesday evening, as far as I can remember. 

8089. So that it would be the evening of the 25th and 
the 26th when you really started to investigate these deals 
— that is to say, Lazards, Royal Exchange and Mathesons 
— in detail? — Yes. 

8090. I just want to follow what was working through 
your mind when you wrote this letter to the Prime Minis- 
ter. Mr. Attorney has questioned you on this, pointing 
out that you did not mention the amounts involved, which 
would in fact amount to about £4-J million, or the fact 
that some of them (over £1 million) were after hours on 
that day, and has asked your reason. I understand your 
reason for not mentioning them to be that you felt that 
the Prime Minister would not be concerned with amounts 
but rather with your view of the transaction? — That is 
what I thought. If I may so put it, I thought that if the 
Prime Minister had wanted to know about it he would ask 
me and the immediate question he would ask me would 
be: “You are the Governor: I want to knew whether 
you are satisfied on this”. 

8091. What a little concerns me is this, and I put it to 
you so that you can give your views. By the 27th it was 
quite clear to you — it must have been — that such rumours 
as there were, apart from pure tittle-tattle — by “pure 
tittle-tattle” I mean the typist in the office and the City 
club conversation about Reuters, which had been referred 
to by Mr. Mullens, I think — apart from what I call the 
tittle-tattle the substance in the rumours was centred round 
Lazards, Royal Exchange and Mathesons?— I think there 
might have been quite a number of other deals with the 
general atmosphere that was prevailing on the Wednesday 
afternoon. I have not seen the list of detailed Stock 
Exchange transactions. 

8092. But so far as you knew, not having seen those, 
the rumours that were going about, those rumours which 
had any substance, only concerned these three sets of 
dealings? — Some of the rumours ; there had been a lot 
of rumours, as I said, going about about forthcoming 
Government statements and impending action and so on 
I did not know what effect they might have had on 
dealings in general. 

8093. But, you see, the point I am putting to you is 
this : knowing that at any rate three of the rumours con- 
cerned these three sets of dealings, how came it that you 
did not say (paraphrasing it) : “ So far I have only told 
you or the Financial Secretary about tittle-tattle rumour 
but I have now heard that the City is talking about deals 
of Lazards and Royal Exchange ’’—being fair to you of 
Royal Exchange only, if you like?— If I may put it, that 
is exactly why I wrote to the Prime Minister and men- 
tioned the fact that there were these cases. If I had not 
had something of that sort in my mind I should probably 
not have written to the Prime Minister and mentioned the 



8094. Of course, as you say, you looked into the matter 
yourself? — Yes. 

8095. But it is fair to say this, is it not, that what you 
really did was to have your trusted colleagues. Lord 
Kindersley and Mr. Keswick (who would not be in that 
position if you did not trust them) and get their explana- 
tion of what had happened? — Yes. I also got signed 
statements from colleagues and the officials and the other 
directors concerned. 

8096. I am not blaming you, but you in fact could not 
hold a full-scale inquiry ; you had to accept what you 
were told? — What I was told, but if I may say so, I took 
considerable trouble to get statements “from the other 
people concerned and from the other directors of Lazards 
and from the permanent officials and the directors in the 
case of the Royal Exchange. 

8097. But you had no means of testing what was being 
said? — No. 

8098. And the reason that you felt confident — I am not 
blaming you — there was nothing in it was that you trusted 
Lord Kindersley and you trusted Mr. Keswick? — And also 
the other people who signed statements which I had. I 
had statements signed by such persons as Lord Weeks and 
Mr. Farrow and the Assistant General Manager of the 
Royal Exchange Assurance. 

8099. Yes, but I do not for the moment see how that 
carries you very far. I do not think anybody would dis- 
pute the fact that both Lazards and the Royal Exchange 
had to sell something and if they only had the gilt-edged 
to sell then they would have to sell gilt-edged? — I wished 
to know what the proposals put forward by the Manager 
of the Royal Exchange were and I wanted to know what 
the proposals put forward by the other managing directors 
of Lazards were. I felt that supported me in reaching 
my conclusion that these were in the course of normal 
business. 

8100. I want to come on to this other matter, which 
may not be strictly within our terms of reference, but 
of course there is a great tradition behind the Bank of 
England and one does not want to depart from tradition 
lightly. At the same time there is no reason to be bound 
for ever by it. A Bank rate has always been announced 
on a Thursday, I gather? — Usually ; it is not absolutely 
invariable. We discuss it every Thursday and either no 
change or a change is announced every Thursday. There 
have been occasions — outbreak of war and particular 
occasions — when it has been announced on a different day. 

8101. I dare say there is a reason for it, but why should 
it not be announced on a Monday morning and the 
decision made after closing hours on Friday? — You would 
then have a longer interval between the taking of the 
decision and the announcement of the decision, which on 
the whole I should have thought might give more 
opportunity for leakage or dissemination. 

8102. But there would not be any dealings then, would 
there? — No, but we do not deal, you see, on a Thursday 
morning — anyhow it is generally regarded in the gilt- 
edged market, the Thursday morning, as something of a 
close period. 

8103. But if the Committee of Treasury dad not meet 
till the Friday evening or the Saturday there would be no 
room for rumours during dealings? — No room for 
rumours emanating from that source, but that has never 
been one of the matters which has preoccupied us. I 
think you would have rumours just before a weekend. 
If I may take it on our foreign exchange experience, 
Friday is always a dangerous moment : people speculate 
what may happen over a weekend. My own view, for 
what it is worth, would be that if you had a Bank rate 
change on Monday morning regularly I think you would 
get more rumour on the Friday, more time in discussion 
and talks, than if it is done as under the present arrange- 
ments. 

8104. What happens in other countries : do they have 
a fixed day? — Most of the continental countries have a 
fixed weekly day. The Federal I think can do it any day 
‘they like ; I believe that is so. 

8105. Do other countries on the whole change, if they 
do change, on a Thursday? — I could not answer that off- 
hand, but during the week, not on a Monday morning or 
over a weekend. My recollection is that the Bank of 
France is on a Thursday and the National Bank of 
Belgium, but I am afraid I could not be exact about 
that. 

8106. Just one word on this question of embarrass- 
ment. As I think you have said in your memorandum, 
this Inquiry has rather highlighted that question? — Yes. 

8107. And to my mind it has rather highlighted if in 
connection with Mr, Keswick, whose personal advice was 
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sought : not a cose like Lord Kiindeirsley, wlho could avoid 
answering the question? — I agree. 

8108. Mr. Keswick had to answer it. He wrote a letter, 
which you have seen, and sent a telegram. I am not 
blaming Mr. Keswick for the moment and perhaps at all, 
but that letter, which was a very difficult one clearly for 
him to write, might easily convey, might it not, that the 
Bank rate was going to be raised? — I did not think so : 

I thought the suggestion was rather a different one, that 
the existing policies would be continued. 

8109. You did not, but another person, especially a 
person perhaps afraid of what was happening in this 
country and wlho was at a long distance away, might 
easily read it in a different sense, might he not? — I could 
not say ; they might have done. I should have thought 
that the reasonable presumption was that they would read 
if as I read it, the great majority of people. 

8110. And perhaps paraphrasing it — and it is always 
dangerous to do that — if you write and say : “I think the 
Government are going to take all measures to prevent a 
devaluation ”, and then convey that one of the measures 
that they may take is such as to produce higher interest 
rates, it is quite impossible to say that somebody might 
not read that as an intimation of a rise in Bank rate? — 
1 would not say that, but I do think that the general 
tenor of that letter was much more to convey a con- 
tinuation of existing measures and possible introduction 
of some new ones. Tlherc was a lot of talk about a 
gradual slide and continuing conditions of credit squeeze 
and dear money. The whole tenor of that letter I read 
to be not giving any indication of any suggestion of 
forceful action. 

8111. I am indmcd to agree with you, but it was a 
very difficult letter to write? — -I entirely agree with that. 

8112. A slight emphasis on one point rather than 
another might give the whole show away? — I agree with 
that. 

8113. Then am I right in thinking that you would not 
like to have your Directors in a purely advisory capacity 
for two reasons : (1) that you wauled the decision to be a 
joint responsibility and (2) that you feel that you cannot 
consult them without (as it were) taking them into your 
confidence? — Yes. I place much more on the second 
than on the first. It is nice to be able to share one’s 
responsibility with one’s colleagues, but what 1 really want 
to have is their views and advice on the sort of thing I 
want to do. 

8114. Because, 1 think, as you put it, you felt you 
would have to ask them individually what the effect would 
be of putting up the Bank rate? — In the instance of the 
one we have just been through T should certainly have 
done so, to get the full benefit of their advice. 

8115. I do not quite follow that. You can put a 
number of questions to them : “ What, in your view, 
would be the effect of leaving the Bank rate as it is? 
What would be the effect of putting it up 1 per cent.? 
What would be the effect of putting it up 2 per cent.?” — 
1 think it would be much more difficult to focus their 
judgment on the specific issue. The specific point here, 
of course, was this : was a rather sensational rise in the 
Bank rate from 5 per cent, to 7 per cent, likely to be a 
really effective measure along with the other measures 
under consideration — which in miy judgment it was — or 
was there a risk that such a sensational measure as a 2 par 
cent, rise from 5 to 7 per cent, might be regarded on the 
exchanges as some sort of panic action? I feel it would 
have been vary difficult to get my colleagues’ minds on 
that specific point without putting that specific question 
in their minds. I do not say one could not get some sort 
of view from a more general consultation, but I should 
not feel myself that I should get the same benefit from 
their advice unless I was able to give them the actual 
thing that I had in mind. 

8116. I do not think anybody would have the temerity 
to suggest the Bank should not have the benefit of the 
best brains in the country. The only question is whether 
Mhe brains should be consulted or should be the aotual 
deciders? — Yes, I think my feeling is, as I hoped to 
convey to Mr. Attorney, 'that if you are to get the real 
benefit of the brains you come so near you have got 
really to consult them about specific things. I am not 
sure that the difference is very great. 

8117. Mr. Milner Holland: Following on that, I under- 
stand you to be saying this, that you could not effectively 
or usefully consult (to take the two names we have had 
in mind) Mr. Keswick and Lord Kindersley without say- 
ing “ We at least have had in mind putting tire Bank rate 
up from 5 per cent, to 7 per cent.”? — I do not think I 
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should really have got anything useful out of Lord 
Kindersley if I had noit asked that question. 

8118. Then if you huve once asked that question you 
are at once as much embarrassed by that as not? — And 
the decision was not definite on the minute anyhow. 

8119. May I clear up a small point of detail. The 
learned Attorney asked you whether you saw Lord 
Kindersley on the 27lh and you said: “No, on the 26th 
before the Court met”. The 26th, you remember, was 
the Thursday. Did you see Lord Kindersley twice that 
day? — Yes, he came in again after Court and told me a 
bit more about that. 

8120. If you have in front of you Lord Kindersley’s 
letter to you of the 27th September we may perhaps get 
this little detail straight. There may be no importance in 
it, but I would like to straighten it up. Lord Kindersley 
says in that letter : “ Dear Mr. Governor, With reference 
to your letter of September 27th and to our conversation 
at the Bank of England this morning ’’ — that is the morn- 
ing of the 27th? — Yes. 

8121. You are quite clear that he did in fact have a 
discussion with you or give an explanation to you before 
the Court met — that was on the morning of the 26th? — 
Yes, I am quite clear. 

8122. Then this looks very much as if he had a further 
conversation with you the next day? — I had several con- 
versations, because he went back to Lazards to find out 
more details and came back, and I had several discussions. 

8123. That is what I was putting: you must have had 
many more than one or two discussions and certainly you 
must have had one on the 27th ; this shows it? — I should 
think probably I had two on the 27th. I had a number 
of discussions, because I was going into this question 
rather closely with him. 

8124. I have not got, 1 think — I may have missed it— 
any copy of your letter to him of the 27th to which ho 
refers? — I have one ; I do not think it has been, put in. 

8125. Could you arrange to have that put in? — 
Certainly. 

8126. From recollection what did youi say .in that 
letter? — Would you like me to read it? I have it here. 

8127. I would be grateful? — This is dated the 27th: 

“ In the circumstances I think it would be in the interests 
of the Royal Exchange if you could let me have for my 
records a note, signed, if convenient, by the Directors 
present at your Committee and your Investment Manager, 
confirming what you were good enough to tell me about 
dealings in gilt-edged on Wednesday ”. That was one of 
the reasons I am certain that he told me before. “The 
points I suggest are: reasons given by the Investment 
Manager for his recommendations ; the fact that, as you 
confirmed to me yesterday ” — this is the 27th— “ the Invest- 
ment Manager had no knowledge or suspicions at the 
time of impending action by Government or Bank ; the 
fact that there was no reference to any such matter in 
discussions at your Committee — you yourself were, of 
course, bound to act exactly as you would have done if 
you had had no knowledge of impending events ; and 
lastly, the amount of stock actually sold.” Those were 
what I actually asked for. 

Mr. Milner-Holland : No doubt you will make arrange- 
ments for us to have copies of that letter. 

8128. Mr. Veale: How does one become a Director of 
the Bank of England?— One is appointed by Her Majesty. 

8129. Who, in practice, decides?— The appointment, 1 
believe, is recommended by the Prime Minister and the 
Chancellor of the Exchequer. While I have been Governor 
the Chancellor has been good enough to discuss the matter 
with me before making an appointment. 

8130. You know the record for integrity, I suppose, of 
everyone who is appointed? — I certainly do. 

8131. It is unthinkable, is it, that somebody who had 
not got a record of complete integrity should ever be 
considered ? — Absolutely un thinkable. 

8132. And what control do you, as Governor, have 
over the discussions of the Directors between themselves? 
—On such matters as Bank rate?! 

8133. Well, Lord Kindersley asked your consent before 

he went to talk to Lord Bicester. Why should that be 
necessary?— Because it was very closely allied to the 
Bank rate question which, of course, is an absolutely 
lop secret thing. I think Lord Kindersley might have felt 
some doubts about discussing something which airected 
Bank rate with Lord Bicester. I should not have objected 
in the least myself if he had gone and talked to Lord 
Bicester direct. He knew Lord 'Bicester had the same 
information. .. _ 

8134. They both knew the proposal at that time?— 
Yes, I should not have seen any objection if he nad 
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gone. He did actually ask my consent and I gave it 
readily. 

8135. In that note to the Financial Secretary on the 
morning of the 25th September, in the third paragraph 
you say : “ So far as Bank rate is concerned I have never 
known an important move where I have seen less signs 
of rumour or expectation beforehand ”. That conveys to 
my mind that on earlier occasions you have seen the 
signs of rumour and expectation beforehand? — At times, 
yes. For several weeks running there have been crowds 
in our hall waiting, looking for the announcement at times 
when there had been an expectation that Bank rate would 
rise. I was absolutely astonished on this occasion how 
little it appeared to have entered into anybody’s mind. 

8136. All the more extraordinary because of the 
financial situation at the time? — Oh, indeed. This was 
an absolute moment of major crisis, and the whole of 
my reaction during those days was, “This is quite extra- 
ordinary that there appears to be no rumour or expectation 
of Bank rate and it is quite extraordinary that nobody 
seems to be selling gilt-edged securities on anything like 
a large scale ”, 

8137. You made your enquiries, and in the second note 
on the afternoon of the 25th you referred to rumours 
of an impending Government statement about the 
exchanges and further disinflationary measures including 
a tighter credit squeeze. That was talk and rumour in 
the City on the Wednesday afternoon? — That is right. 

8138. Are you quite clear that your enquiries showed 
that that rumour, as opposed to any Bank rate rumour, 
was in fact going about the City on the Wednesday after- 
noon? — I was certainly conscious that there was rumour 
going about on the Wednesday afternoon about it. 

8139. Now one question on your memorandum. The 
Attorney-General and my Lord have both referred to the 
passage at the top of page 2 : “ On the rare occasions 
when a Director is uncertain about his proper course, my 
experience . is that he immediately comes to the Governor 
or Deputy Governor and asks what he should do ”. Have 
Directors, in fact, in the past come to you for advice? — 
Occasionally, not very frequently. 

8140. How often? — Four or five times in the last year 
or so ; not on, I think, Bank rate questions, on a number 
of various different questions. 

8141. Have you felt any embarrassment when they have 
done that? — Not in the least. 



8142. Mr. Keswick’s evidence about that was : “ I could 
not at that time go to the Deputy Governor and say 
‘ What is the position? ’ It would have put him, I believe, 
in a most impossible situation”. It is not so much a 
question of having come to a decision, but he felt, 
apparently, that he just could not go to the Deputy 
Governor?— If he had come to me it would not have 
embarrassed me at all. 

8143. What would you have told him?— If we had got 
to the stage of being pretty certain .that there was going 
to be a Bank rate decision on the Thursday, that is to 
say, only two days ahead— this is a slightly hypothetical 
question— I think I should have told him to forget about 
that telegram for a couple of days. I do not think he 
could reasonably have forgotten about it, if the thing 
had been quite indeterminate, and Bank rate might have 
been under consideration for several weeks. I .think if 
it had been certain that the Bank rate change was likely 
on that Thursday, my advice to him would have been 
to forget to answer it for a couple of days. 

8144. Has anything come to your knowledge since, that 
is to say, since the 27th, or .thereabouts, which in your 
view requires investigation by this Tribunal in any way 
at all?— No. 

8145. Chairman: May I follow up one matter and see 
if I understand it. When you were talking about Mr. 
Keswick you said that if he had come to you you would 
have asked him to forget about the telegram?— Only if 
he had come .to me and I was then going to tell him that 
we were very probably going to change the Bank rate that 
very Thursday. 

8146. That seems to highlight the difficulty all the more, 
does it not, because Hong Kong were depending upon 
him for advice, and what you would be in effect telling 
him was “forget about your company altogether” and 
no nonsense?— I think I should have had to have said that 
if I had told him about the Bank rate on that Monday. 

8147. I thought your answer would be: “Well, you 
must try and put out of your mind this question of ’Bank 
rate and give them what would be, apart from that, your 
honest opinion ”?— That might have been a fair answer. 
I am trying to answer Mr. Veale’s question honestly. I 
think the advice I should have given would be the other 
one in those circumstances. 



Further re-examined by Mr. Cross 



8148. In connection with the question that has been 
raised whether a Director should simply be asked for his 
advice or should be responsible for the result, or jointly 
responsible, would you think that responsibility for the 
result would act as an incentive at all to clarity of thought, 
or not?— I think it always acts as an incentive to clarity of 
thought. I think also, if I may add, so far as actions of 



the Bank of England have great repercussions around the 
world^ I think it very much strengthens the position of 
the Governor and Deputy Governor in making these 
decisions for the world to know that these decisions are 
made under the responsibility of such an experienced and 
widely based body of first-class citizens. 



Further re-examined by 

8149. You said just now that if you had seen Mr. 
Keswick on the 16th and told him that the Bank rate would 
be likely to be raised on the Thursday, and he had asked 
you about the telegram, your advice to him would have 
been to forget about the .telegram. Would you have 
regarded it as Mr. Keswick’s duty in those circumstances 
to have forgotten about the telegram? — I .think that what 
his Lordship said to me would have been a reasonable 
course that I should have told him to go and do exactly 
what he would otherwise have done. Trying to answer the 
question honestly, I believe that what I should have said 
to him in those circumstances would have been : “ Forget 
the telegram for two days 

8150. And you would have told him the same without 
any specific reference to the rise taking place on the 
Thursday, had it been made clear to him that that was a 
strongly odds-on possibility?— It depends on the strength 
of the odds-on. 

8151. That is why I put in the word “ strongly ”?— It is 
very difficult to look back and say exactly what I should 
have advised. 

8152. But if without any specific reference to the Thurs- 
day you had given him what amounted to a real indication 

’that that was most likely to happen, although perhaps no 
final decision had been arrived at, you then would have 
said : “ Well, you had better forget about that telegram till 

(The Witne 



The Attorney-General 

after Thursday? ” — Only if I had given him a very definite 
indication that it was going up on this Thursday. 

Chairman: Thank you. 

Witness: May I make one observation before I leave? 

Chairman: Yes. 

Witness: It is just to say this. I have been profoundly 
disturbed iby the effect which the rumours about these 
matters have had around the world. They have, T think 
caused prejudice to the financial reputation of London! 
and so to the national credit. Where there are justifiable 
suspicions they must, of course, be thoroughly investigated 
and without regard to any of the personalities involved. 
I am quite certain that no member of the Court of Direc- 
tors of the Bank of England, nor any member of the staff 
of the Bank of England would suggest otherwise. But if 
you should conclude, my Lord, that these rumours are 
baseless, I do earnestly hope that the final result of this 
Tribunal may be not only to maintain, but actually to 
enhance, the reputation of London for financial integrity. 
If those conclusions should be reached I trust, my Lord, 
that everybody who has it in his power to remedy the 
damage which has been done by those rumours, will make 
every effort so to do, not least those persons who 1 may 
have wittingly or unwittingly, contributed to the circula- 
tion of those rumours. 

Chairman: Thank you, Mr. Governor. 

ss withdrew.) 
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Dr. Hans Erwin Hock, sworn. ( K.l .) 
Examined by Mr. Winn 



8153. I think your name is Hock? — That is right. 

8154. Hans Erwin Hock? — That is right. 

8155. And you are one of the five Managing Directors 
of Singer & Friedlander who are Merchant Bankers of 
55, Bishopsgate? — That is correct. 

8156. Also you are yourself a Doctor of Vienna 
University?— That is correct. 

8157. I dare say, Dr. Hock, you came over here in the 
late thirties?— I came here in 1932. 

8158. Do you know a certain Mr. J. Cadogan of 
L. Messel and Co.? — I know him very well. He is senior 
partner of the firm. 

8159. I am asking you about him because we have had 
in the evidence of Mr. Hunter of that firm, which is to be 
found at Day 5, page 69, a reference in partial explanation 
of the decision of that firm to sell £100,000 gilt-edged 
on their own account on the 18th September. Let me read 
you the evidence at letter “D”: “ (Q.) What was the 
reason for the decision? (A.) One of my partners, in 
going round the City in the morning, came back and said 
he _ had been told that things were getting extremely 
serious, that the Chancellor was going to the International 
Monetary Meeting within the next week, that he was 
quite likely to take further steps — I think that is right — 
before he went, and that it looked as if things were really 
getting very serious. (Q.) Which partner was that? 
(A.) Mr. Cadogan. (Q.) Did he tell you whether he had 
heard that from any particular person or persons? 
(A.) Well, I actually was not there, but he did, in fact, 
hear it mostly from one person. ( Q .) Do you know which? 
(A.) Yes. { Q .) Please give the name? (A.) Dr. Hock. 
He is a partner of Singler & Friedlander or a director.” 
Can you tell the Tribunal whether that is right, whether 
you had told Mr. Cadogan that morning that in your 
opinion things were getting very serious indeed? — That is 
absolutely right. 

8160. Is it usual for Mr. Cadogan to visit you in your 
office? — Well, he has come every Wednesday I believe, 
for the last 20 years. 

8161. Is that to talk, or advise, or to discuss with 

you ? — Not exactly. He is a stockbroker, and he tells 

me what is going on in the City and I tell him what I see. 
We exchange views. 

8162. Does it just happen to be convenient to see him 
on Wednesdays, or how did that practice grow up? — I 
believe frankly it worked out that way by chance. He 
always came on Wednesdays in the beginning and he con- 
tinued. Whenever he could not come on Wednesday he 
rang me up and said: “ May I come on Thursday?” On 
this particular day he said it was important that he should 
see me because he was going away to Sweden for five 
weeks and he wanted to say goodbye. 

8163. He would not really need to tell you particularly 
that he was coming that day if he always did come that 
day?— .But it may not suit him, or it may not suit me. So 
we always confirmed it by ’phone. 

8164. Is it convenient that you should talk on Wednes- 
days because of the habitual Thursday Bank rate 
announcement? — No, nothing to do with it. It happened 
to be Wednesday by a coincidence. 

8165. What did you tell him on that day of your opinion 
about the state of finance and economics in the country? 
— I remember this very clearly. He came. He said it 
was goodbye, he was going to Sweden, and I answered : 

“ Well, you are leaving at a very serious moment in the 
affairs of this country. Sterling is under pressure, the 
Chancellor is going to see the International Monetary 
Fund. There is trouble about the German mark, the 
D-mark, talk about revaluation of the mark. How can 
the Chancellor,” I said, “face his fellow bankers in 
Washington unless he does the maximum he can do at 
home?” In fact I never thought of Bank rate, I thought 
of general financial measures. 

8166. But the maximum he could do at home would 
comprise raising the Bank rate, would it not? — It would . 
be one of the possible measures. In fact it is well-known 
in the City that the Governor does not trust Bank rate 
as a weapon in fighting inflation. He has said so at the 
last bankers’ dinner, and he gave reasons why he did think 
that it was not effective. I therefore thought much more 



in terms of some monetary measures with the intention of 
mopping-up surplus liquidity of the banks. 

8167. You say you did not yourself think at all of even 
the potential change of Bank rate? — It did not occur to 
me, but may I point out that dt would not matter to us 
in the City for what reason the monetary position should 
become worse. Whether it is Bank rate or whether it is 
general illiquidity of the banks, the effect would be the 
same. 

8168. The effect would be the same in making it less 
easy to obtain money for your use? — And therefore to 
sell gilt-edged. 

8169. Did you advise him that gilt-edged should be 
sold, in your opinion? — No, never. The word “ gilt-edged ’’ 
was not mentioned at all. 

8170. Of course, he was the broker whose advice about 
dealing on the Stock Exchange you would normally re- 
ceive? — Normally, yes. 

8171. He was seeking from you just what? — Well, it was 
just one facet of our conversation. We talked about other 
things too. But of course, with sterling under pressure 
as it has been, I started that subject and .told him I was 
worried about sterling. 

8172. It was more in the nature of an academic dis- 
cussion about economics? — That is exactly what it was. 

8173. Did you tell him then, or instruct him then, to 
sell any stock or securities? — No. 

8174. Or shares, on behalf of your firm? — Neither I 
personally nor my firm sold a single pound of gilt-edged 
on that day. 

8175. And that was about 11.30 in the morning that you 
saw Mr. Cadogan? — I think so, yes that is right. 

8176. Did you have in your firm of bankers an em- 
ployee called Renyi? — John Renyi: 

8177. I am looking at Day 2, page 51. Did you ask 
Mr. Renyi during the same afternoon to make any en- 
quiries on your behalf? — No. 

8178. What is Mr. Renyi, just a student of economics? — 
No. Renyi is an economist by training, I believe, and 
he is in our statistical department. 

8179. He is an investment analyst he told us? — It comes 
to the same thing. 

8180. A statistician in regard to investments? — Yes, that 
is right. 

8181. Would it be part of his spontaneous activity with- 
out specific instruction to ring up a journalist and ask 
him whether there was any news of fresh bank restric- 
tions? — Well, I believe he is very friendly with a man 
called George Pulay on the Daily Telegraph, and I did 
know that he rang him up, but I only knew it after he 
had been here at the Tribunal. 

8182. You did not have the report that day? — Not that 
day. I knew, of course, that afternoon there were 
rumours in the City about the coming ceiling on bank 
advances, of the statement of the Chancellor to be made 
the next day, before leaving for the International Fund, 
rather confirming what I had thought in the morning. I 
did not take any notice of this. He went a step further, 
rang up his friend Pulay and inquired from him whether 
he had heard the same thing. 

8183. You had heard rumours yourself that afternoon? 
—I had heard the rumours from brokers, at the office- 
well, it was in the air on that afternoon ; everybody 
spoke about it. 

8184. Did any of the rumours that you heard that after- 
noon take the form that editors of papers had been to see 
the Chancellor and had been told by him of these forth- 
coming measures? — No, definitely not. 

8185. Just vague prognostication of further restrictions 
of credit?— If I may add, without mentioning Bank rate. 

8186. As a result it was, was it, in your view, that 
Mr. Ranyi rang Mr. Pulay, asked him whether he had 
heard if there were any measures expected with regard 
to new hire purchase restrictions or poss ; bly something 
in connection with bank advances? — This is perfectly 
correct, but may I repeat, I only heard of the conversa- 
tion after Renyi had returned from the Tribunal. 

8187. Did you discuss the matter yourself with Renyi. 
these rumours? — No, not at all. 

8188. And he made no report to you of what Mr. Pulay 
had said or failed to tell him? — No. 



By The Tribunal 

8189. Chairman: Singer & Friedlander are merchant 8190. You carry on an investment business?— We carry 
bankers, are they?— That is correct. on amongst other things an investment business, also a 
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new issue business, and similar activities — all activities of 
merchant bankers. 

8191. When you talk about rumours going about the 
City, how do you hear about them? You are not in the 
House, for instance? — Not in the House technically 
speaking, except that we have what is called a box oppo- 
site the Stock Exchange where our dealers sit, and brokers 
walk in, report prices, and also report what happens in 
the House. 

8192. What is your relationship with Mr. Cadogan? He 
is a broker? — He is a broker. 



16th December 1957 

8193. Why should he come every Wednesday to see you, 
because you would not only give him instructions on 
Wednesdays?— The position is, it is quite usual that 
brokers go and see bankers. Some of them come every day, 
some only once a week. Mr. Cadogan is a great per- 
sonal friend of mine, or has become one in the course of 
the years, and he rather likes his Wednesday chat, and 
so do I. 

8194. So it was a matter that you are friends together 

and have a meeting and discuss matters? — Yes. It is 

much more that than anything else. 



Dr. Hans Erwin Hock 



( The Witness withdrew .) 



Mr. Humphrey Charles Baskerville Mynors, sworn 
Examined by The Attorney-General 



8195. Is your full name Humphrey Charles Baskerville 
Mynors? — Yes. 

8196. Are you .the Deputy Governor of the Bank of 
England? — Yes. 

8197. From the 24th September until Mr. Cobbold 
returned you were, of course, acting as Governor? — I was. 

8198. I want, if I might, to take you through your state- 
ment, but I think there is a good deal of it which I 
need not bring out unless the Tribunal require it. There 
would be a Committee of Treasury meeting on Wednesday. 
28th August? — There was, yes. 

8199. You attended that. Did you tell the Court that 
Bank rate had not come under discussion with the 
Treasury but that you were keeping it under review? — 
I did. 

8200. The next day was there a meeting of the Court 
of Directors and did you tell them the same as you told 
the Committee of Treasury? — I spoke on somewhat the 
same lines, yes. 

8201. On the 2nd September did you ask Lord 
Kindersley to call as he was just back from Canada? — 1 
did. 

8202. Did you tell him what you had told the Court 
on the previous Thursday? — Yes. 

8203. Was there any mention made of the timing or 
size of any change in the Bank rate? — None. 

8204. What you told him, to get it quite accurately, 1 
gather was that the Bank rate was being kept under 
review? — Yes. We had primarily a discussion on the 
exchange situation and some talk about the possible 
measures that might be developing. 

8205. On Tuesday, 3rd September, did you write a 
letter in your own hand to Mr. Babington Smith, Mr. 
Keswick, and Sir Alfred Roberts? — I did. 

8206. Why was that? — Because they were three of my 
colleagues who were out of London and I did not expect 
to see them back for the best part of a fortnight. 

8207. What did you tell them? — I wrote them each a 
personal letter telling them substantially what I had said 
to the Court the previous Thursday, that discussions were 
proceeding as to the measures that might be taken to deal 
with the exchange situation. 

8208. Did you tell them that measures to deal with the 
situation were under discussion? — I did. 

8209. And that those might eventually include action on 
the Bank rate? — I did. 

8210. But that the matter was quite open and un- 
decided? — Yes. 

8211. Did you say that your letter should not be taken 
as a warning that they might be asked to return to London 
early? — I did. 

8212. Did you ask them to destroy the letter? — I did. 

8213. On Wednesday, 4th September, there would be 
another meeting of the Committee of Treasury, would 
there not? — Yes. 

8214. What did you tell that Committee? — I barely 
mentioned the exchange situation beyond saying that it 
was substantially unchanged from the previous week, and 
that the discussions which I had then referred to were still 
continuing. 

8215. Did you see the Chancellor of the Exchequer that 
day? — That afternoon. 

821 6. Did you discuss with him the question of the bank 
advances? — I did. 

8217. Did he agree that you should speak to Mr. 
Robarts ?— Yes. 

8218. Did you have a preliminary word with the Chan- 
cellor about the possibility of a Bank rate move? — It was 
just mentioned. 

8219. Did you agree that the subject did not arise at 
that stage? — We did. 



8220. I think you had various meetings after that with 
regard to bank advances with various people, at which 
there was no mention of interest rates ; is that not right? — 
Except on one occasion, when there was a passing remark, 
there was no mention during those discussions. 

8221. By whom was the passing remark? — By Sir Oliver 
Franks at one of our meetings. 

8222. Was there any discussion on that?— None what- 
ever. 

8223. Now we come to Wednesday, 11th September. 
There again you had a meeting of the Committee of 
Treasury. What happened then? — I told them in general 
terms of the discussions which I had been a party to with 
the Chancellor and his officials and with the representa- 
tives of the clearing bankers, and told them that the pro- 
gramme was still quite undecided, but depending on how 
it went we might have to consider whether there was a 
part to be played by a change in Bank rate. 

8224. On the 12th September there was another meeting 
of the Court, was there not? — Yes. 

8225. What did you say then? — I said substantially the 
same thing to them, perhaps in somewhat less detail. 

8226. Did you tell the Court that in your view a sharp 
increase in the Bank rate might be right as part of a com- 
bined operation? — As part of a combined operation, yes. 

8227. That was the 12th. There was no specific refer- 
ence, was there, to .the date on which that combined 
operation would have to be effected? — None whatever. 

8228. After the meeting of the Court did you see Sir 
Charles Hambro, Lord Kindersley and Sir Alfred Roberts? 
—I did. 

8229. And tell them in substance what you had told the 
Court? — They had been at the Court. I happened to have 
seen them later in the day, and the subject was returned 
to shortly. 

8230. On the Friday did you see the Chancellor of the 
Exchequer? — I did. 

8231. Did you have a short discussion with him about 
the Bank rate? — Yes. 

8232. Did you discuss any figure? — We did not. 

8233. But quite clearly a discussion with a view to 
increasing the Bank rate? — Certainly. 

8234. On September 14th the Governor returned from 
his leave, and we know that you spent the weekend 
together? — Yes. 

8235. Bringing him up to date with what had happened 
while he was on holiday? — Yes. 

8236. And having a discussion on the Sunday, first of 
all with Mr. Parsons, and then with the Chancellor and 
Sir Roger Makins? — Yes. 

8237. Now we come to Monday 16th. You saw Mr. 
Keswick on that day, did you? — I did. 

8238. Apart from the letter you had written to him on 
the 3rd September, was that the first time you had had 
contact with him? — It was. 

8239. That is to say, between the 3rd and the 16th. 
You were not communicating with him at all? — Not at all. 

8240. Perhaps I had better ask you this, as it is in 
chronological order, before I go on to the other things. 
How did that meeting come about? — The meeting on the 
16th? 

8241. Yes? — He came over to lunch, as he well might 
on any day, and my recollection is that he looked into 
my room for a few minutes before lunch just to say that 
he was back. 

8242. Pausing there, it was not an engagement that had 
been fixed up any time in advance? — I think not, to the 
best of my recollection. 

8243. You were not expecting him because of any prior 
arrangement to come to the Bank on that day? — I do not 
recall any prior arrangement. 
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8244. What time do you think it was when you saw him? 
— Five minutes past one. 

8245. While we are on this, I had better, before going 
back to your statement, ask you if you would be good 
enough to state what happened. I will ask you to give 
your version? — At that meeting on the Monday? 

8246. Yes? — I think I probably began by referring to 
the note I had written him a fortnight before and told him 
that the discussions which I had then mentioned had been 
going on, and were still not completed, so that the possi- 
bility which I had suggested in my letter was still only 
a possibility, but wc were somewhat further down the road. 
I certainly named no figure for a possible increase in 
Bank rate. 

8247. You told him that measures were under contem- 
plation, did you not? — Yes. 

8248. Did you tell him they included a swingeing rise 
in the interest rates?— I said that if the Government’s pro- 
gramme, when it was finalised, seemed to indicate that a 
rise in interest rates, and a sharp rise, would be useful, 
we would have to consider doing it — in other words, trying 
to say to him what I had said to my other colleagues at 
the previous meeting of the Court. 

8249. He used the phrase, “ a swingeing rise in interest 
rates ”? — l am afraid he may have got that from me. 

8250. I was putting to you, did you say that to him? — 
Quite possibly. 

8251. That is what you had in mind as a possibility? — 
It certainly was a possibility, if the other conditions were 
right. 

8252. This conversation before lunch took place where? 
—In my room at the Bank. 

8253. Then you went and had lunch together with the 
other Directors? — We lunched at the table with everybody 
else. 

8254. Whom does everybody else include? — I could not 
tell you off-hand. 

8255. I am not asking for the names on that particular 
date. Other Directors?— Other Directors and possibly one 
or two of the senior officials. 

8256. Is it quite normal for any Director to drop in for 
lunch without warning? — Yes. 

8257. Is it equally normal for them to drop into your 
room before lunch without warning? — Yes. 

8258. Was that the only conversation that you had 
with Mr. Keswick that morning? — That was the only one 
on the Monday. 

8259. On Wednesday the 18th did you ask Mr. Keswick 
to come and call and see you at half past four? — I asked 
him to come in the afternoon, yes. 

8260. Did you then tell him what had been told to the 
other Directors about what was proposed to happen the 
next day? — I did 

8261. Did he say he was very troubled? — Yes. I forget 
his exact words, but he said at once he was in trouble. 

8262. Did he tell you why? — He did. 

8263. What did he say to you? — I cannot repeat his 
exact words, but he told me that his firm had had orders 
to sell certain gilt-edged securities from clients in the Far 
East which they were in the middle of executing, and he 
did not at that stage know how far they had got with 
executing the order. 

8264. Did he give you any idea of the magnitude of the 
order? — He mentioned a figure which I am afraid I did 
not pay much attention to, because he did not know how 
much of the order was still uncompleted. What was left 



in my mind was a possible order of magnitude of £300,000 
or £400,000. 

8265. For the total order or for the part of it that was 
being executed? — I was thinking of the part of it that was 
still to be executed. 

8266. Did he tell you what the total order was? — No, I 
do not know that he did. Certainly that was not what my 
mind was particularly addressed to. 

8267. You were only concerned, if I am following you, 
as I hope I am, with the amount of the order that remained 
to be carried out? — Yes. 

8268. In fact, we now know that it had all been executed 
by that time. Do clear up this point. He did not tell you 
at any time the total nominal amount of the order he had 
received? — X do not think he did, no ; at least, any figure 
he gave me I took as relating to the possible amount of 
the order that had not been completed. 

8269. If he told you that he had that day received an 
order for the sale of gilt-edged to the nominal value of 
a million, would that have affected your mind at all? — 
Affected my mind? 

8270. Yes. I am not talking about you personally. 
Would it have made an impression on your mind? — I do 
not think so. 

8271. It is not one of the things that you would have 
remembered if he had said that? — I think if he had men- 
tioned a figure as big as a million I might not have remem- 
bered a figure vaguely of the order of £300,000 to £400,000. 
As I say, the figure that stands in my mind is the un- 
completed aspect of it. Clearly if the sales had all been 
done, there was nothing further to be done. 

8272. Did he say anything to you to this effect: “It is 
really very awkward, because this order for selling a 
million has come in reply to a telegram that I sent off 
after I had lunched with you on Monday”? — tie did not. 

8273. Did he give you any indication of when the tele- 
gram had been received — the order for sale? — When the 
order had been received? 

8274. Yes? — I do not recall it. 

8275. Did he tell you that that was in reply to a 
telegram which he had sent? — I think not. I do not 
remember it. 

8276. Was the advice you gave him to carry on with 
the uncompleted sales? — Certainly. 

8277. To avoid arousing any suspicion? — Certainly. 

8278. As Deputy Governor of the Bank of England and 
one of the Commissioners for the Reduction of the 
National Debt, are you concerned in stock transactions 
by those two bodies? — Yes. 

8279. I think you are also a Trustee of various charit- 
able and private trusts? — I am. 

8280. For the six weeks preceding the 19th September 
had any of those concerns, apart from specific small 
instances, had any Stock Exchange transactions? — Not to 
my knowledge. 

8281. I think there were two exceptions, were there not, 
or perhaps only one. You gave instructions for the sale 
of securities, part of your mother’s property, to a small 
value, and of securities, the property of your father’s will 
trusts, again to a small value? — Yes 

8282. Was the reason for those sales that your mother 
was due to complete the purchase of a house?— On the 
2nd October. 

8283. I think you were not concerned during that period 
in any stock transactions for the benefit of your wife or 
for yourself? — None. 



Cross-examined by Mr. Megaw 



8284. When Mr. Keswick produced the file to the 
Governor which he mentioned this morning, did you see 
it? — I did not see the full file, no. 

8285. Have you seen the letters or telegrams that have 

been referred to in this inquiry? — I have seen some of 
them, yes. . , . 

8286. With regard to the conversation on the Wednesday 
afternoon at about 4.30, Mr. Keswick has told the Tribunal 
that his recollection is that he told you that Mathesons 
had received big selling orders and that he thinks he said 
“ half-a-million ”. Would that be in accordance with your 
recollection or do you think he said something different? 
—I do not remember very clearly the specific figure of 
half-a-million, but I was left with the impression that the 
outstanding figure might have been between a quarter-of- 
a-million and half-a-million. 

8287. You told the Tribunal that you think that he was 

referring to the outstanding figure? — That was the figure 
I was interested in, yes. . 

8288. I think it is right to put to you that that is not 
quite Mr. Keswick’s own recollection of the matter. You 
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may or may not have seen the telegram of instructions 
they received from Hong Kong, which is Annexe ,M to the 
bundle. Would you have that in front of you and say 
whether you have seen that at any time before this 
moment? ( Same handed to Witness .) — I should say I had 
not seen this before. 

8289. You did not see it when the file was produced, 
because you did not go through it? — I did not, no. 

8290. Would you take it from me that the actual figures 
set out in that telegram come to a total of £485,569?— I 
will take it from you. 

8291. That is omitting the securities under (a) which are 
not itemised and no figure is given for them? — I see. 

8292. Looking back on it now, do you think Mr. 
Keswick may have said something about a figure of half- 
a-million, having in mind the actual figures given in the 
telegram, or do you still think your understanding was 
that he was referring to a part then to be sold? — I should 
think he may have done. I immediately began to think of 
the outstanding part. 
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8293. 1 suppose you were not really concerned with the 8294. There is no doubt that so far as the principle is 
question of the amount but the question of the principle? concerned, Mr. Keswick told you straight away that he had 

— It was the principle. these selling orders in hand? Certainly. 



Re-examined by Mr. Cross 



8295. I gather you thought that there was an uncom- 
pleted part of the contract of about £300,000? — Admit- 
tedly, he told me he did not know how far they had got, 
but it could have been as much as that. 



8296. Supposing in fact you had thought or he told 
you that the whole contract (mentioning a figure of a 
million) was uncompleted, would that have had any bear- 
ing on the advice you gave him? — None whatever. 



By The Tribunal 



8297. (Chairman): You made a statement on the 29th 
November, 1957. Is that one that you prepared yourself 
or was that taken by the Treasury Solicitor? — I prepared 
it substantially myself, although it was formally taken 
by the Treasury Solicitor. 

8298. Would you look at page 4 of that. Under Wed- 
nesday, 18th September, dealing with Mr. Keswick, you 
say he was very troubled, “ and thereupon told me that 
orders had been received by his firm from clients in the 
East for the sale of some gilt-edged securities. As far as 
I can remember he mentioned a figure of over a quarter- 
of-a-million.” That would be the figure, would it not, 
of the orders he had been receiving? — Very likely it was, 
but I was thinking more of the uncompleted portion. 

8299. What has happened since? Really what you are 
saying now is a complete recast of this, is it not The 
£250,000 there is clearly referring to the amount of the 
orders, is it not? — I do not know whether it was intended 
to, because I go on: “although this would entail com- 
pleting the sales,” which is a little elliptical, perhaps. 

8300. I will not press you on that. Will you cast your 
mind back to the 16th September. Supposing Mr. 
Keswick, when he came into your room before lunch, 
having heard what you had to say about the possibility 
of a rise in the Bank rate still being a possibility and 
the matter still being under discussion, had said : “ My 
principals in Hongkong want .to sell gilt-edged. They have 
asked my advice. They do not want, to quote their 
own words, ‘ to miss the bus ’. What am I to advise 
them ” — do you follow? — I do. 

8301. What would you have said? — I should have had 
to have asked him, I think, whether he could divorce 
his independent judgment from what I had just said, 
which at that stage I think he could have done because 
I had mentioned no date and no figure. 

8302. But you would, I suppose, have questioned him 
a bit more about the need for selling? — I might have 
done that. It is a little hypothetical, perhaps. I might 
have done it 

8303. Supposing his case had been that the principals 
in Hongkong needed money to meet loans, instalments on 
ships and matters of that sort, what would you have said? 
Might you have said: “Try and forget that telegram for 
a couple of days ”? — If I had had to tell him a specific 
date or a specific figure, I think he would have been in 



a much more difficult position, and then I might have 
said to him : “ Can you 'lose that telegram? ” — not : “ Lose 
that telegram,” but : “ Can you lose that telegram? ” This 
is all hypothetical, my Lord. If he then were to reply: 
“No, I cannot, because I know they have commitments 
which they have to meet in the next few days,” then I 
would say: “You must go ahead. If they have com- 
mitments to meet, they must naturally make themselves 
liquid in times like this, and to give them any other 
advice would be” 

8304. It is a very difficult position. There is the 
principal in Hongkong saying in effect: “I have been 
wanting to sell gilt-edged for months. I must not miss 
the bus,” and you say to the only adviser that the princi- 
pals in Hongkong have got: “Try and mislay the tele- 
gram”? — It was an exceptionally difficult situation, I 
.think, partly because of the holiday season. If certain 
people had returned earlier from holiday these things 
would have been spread over a longer period and begun 
earlier — but that again is only hypothesis. 

8305. (Mr. Milner Holland) : Is it your recollection now ' 
that when Mr. Keswick came .to see you he told you 
that the order had been partly executed and that part 
of it was outstanding? — That it was being executed and 
he did not know how much of it was still outstanding. 1 
think I may have got ithe figure wrong, I admit, in my 
recollection. He may have mentioned half-a-million as the 
total, but, as I say, my mind was immediately concerned 
with what, if anything, was left. 

8306. My memory may be faulty, but my impression 
is that Mr. Keswick told us that he had no idea whether 
the order had been completed or not? — That is what he 
told me. 

8307. Did he make any attempt in your recollection 
now to guess as to how much had been sold and how 
much had not? — No, I do not remember that he attempted 
that guess. I think I got muddled over the figure that 
he mentioned. 

8308. I am not following why you are now quantifying 
how much was still outstanding and how much was still 
unsold? — He may have said vaguely: “I do not know 
whether he has done half of it or not.” Anyway, it was 
the outstanding bit I was on, and I think I may have got 
muddled over that. 



(The Witness withdrew .) 



(The Attorney-General) : As I think your Lord- 
ship is aware, we have obtained statements from 
all the other directors of the Bank of England, and also 
all the officials to whom Mr. Cobbold referred in his 
statement this morning. I can, of course, call them all 
before your Lordship. As your Lordship knows, all their 
statements show that they made no improper disclosure 
of any kind, and I have no ground whatsoever for sug- 
gesting that those statements are in any respect inaccurate. 
In those circumstances, I should be much obliged if your 
Lordship could give directions to me as to whether or not 
your Lordship desires to hear either all the directors of 
the Court or all these officials to whom Mr. Cobbold 
referred. If your Lordship did not think it necessary in 
the circumstances, the Tribunal having seen their state- 
ments, that they should give evidence orally merely to say 
that what they have put on paper is correct, then, my 
Lord, I would propose to call Mr. Robarts, who has 



been waiting here for some time. Perhaps I ought to 
mention that there was a reference to the executive direc- 
tor, Mr. Stevens, which perhaps puts him in a different 
category to the other directors. 

Chairman : And you are not including in that Sir 
George Bolton who, I think, can give evidence on foreign 
exchange? 

The Attorney-General : No. I think we ought to have 
Sir George Bolton. If I could get your lordship’s direc- 
tion about the others it would, I think, enable us to assess 
the position. 

Chairman: I think any ruling we give must be in the 
terms, “as at present advised,” because nobody can tell 
what may emerge. As at present advised, the only 
representative of the Bank of England, as such, that we 
would like called, would be the Secretary, Mr. Dascombe ; 
but certainly interpose Mr. Robarts now. 

The Attorney-General : If your lordship pleases. 



Mr. David John 
Examined b; 

8309. I think you are Chairman of the Committee of 
London Clearing Bankers ; is that right? — That is so. 

8310. Certainly have that open in front of you, but 
I am proposing to take it fairly shortly, so perhaps we 
can manage with question and answer. You are Chair- 
man of the National Provincial Bank? — That is so. 



Robarts, sworn 
Y Mr. Winn 

8311. And naturally hold a number of directorships, 
including a directorship of the Union Discount Company? 
— Yes. 

8312. I mention that merely because we shall be looking 
at that company in another connection later. On Thurs- 
day, 5th September, at the request of the Deputy Governor 
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of the Bank of England, Mr. Mynors, did you, as Chair- 
man of the Committee of London Clearing Bankers, and 
your deputy chairman, Sir Oliver Franks, call on Mr. 
Mynors? — I am afraid I must refer to my notes. 

8313. You will find that in paragraph 2 of your state- 
ment? — That is so. 

8314. Trust me up to a point. Did Mr. Mynors then 
tell you that the exchange position was giving the Govern- 
ment cause for anxiety and the Chancellor of the Ex- 
chequer was considering a further restrictions of Bank 
advances? — Yes, I think that is so. 

8315. That would be a matter of interest to you and Sr 
Oliver, and a discussion followed, did it?— Yes, a 
discussion followed. 

8316. At that meeting was any mention made of the 
level of interest rates or any proposal for a change of that 
level? — No, none at all. 

8317. May I take it for the moment quite generally: 
from that date up to .the 19th September, that is, the day 
when the Bank rate was openly changed or an announce- 
ment of the change made, did anybody tell you that there 
was going to be a change in Bank rate? — No, certainly 
not. 

8318. You were concerned at these various interviews, 
which I will ask you .to mention, as Chairman of the 
Clearing Bankers, to consider the effect upon banking of 
certain credit restrictions, is that right?— That is correct. 

8319. And that would be part of your ordinary function, 
and very important for you?— Yes, certainly. 

8320. Your opinion on that would be important to those 
considering it, would .it not?— Yes, I suppose it would. 

8321. On the 9th September, the Monday, again with 
Sir Oliver Franks, did you see the Deputy Governor of the 
Bank of England? — Again I must refer to my notes. 

8322. It is paragraph 3: this is Monday 9th about 11.15 
a.m.? — Yes, that is so. 

8323. Half an hour later, did you together with Mr. 
Mynors go to see the Chancellor of the Exchequer at the 
Treasury? — We did. 

8324. Was that meeting with the Chancellor again con- 
cerned with measures to restrict bank advances? — Yes. 

8325. “Bank advances” means advances that banks 
make to customers and to others? — Yes. 

8326. Not advance in any interest rate? — No, not 
advance in interest rate. 

8327. It has the same meaning as the word “ loan ” or 
“ overdraft ”? — Precisely. 

8328. I think at that meeting, Sir Oliver Franks did 
remark that higher interest rates for advances made by 
banks might help in restricting such advances? — Yes, I 
remember that remark ; that is quite right. 

8329. Was the point picked up and discussed at all? — 
No, there was no further reference to it. 

8330. On Tuesday, 10th, in the afternoon — this is over 
the page if you wish to follow me — did you report that 
discussion with the Chancellor of the Exchequer?. 

Chairman : Mr. Winn, cannot we take this quite shortly, 
that there wore a number of meetings during that week, 
and come down to the 16th or 17th. 

Mr. Winn : To paragraph 9, yes ; I am much obliged. 

I think I should look at paragraph 8. 

8331. On Monday, 16th, did you call on the Governor 
of the Bank of England at his request? — Yes, I did so. 

8332. And to discuss the Chancellor of the Exchequer’s 
proposed statement in so far as iti dealt with bank 
advances? — Yes. 

8333. I think in the afternoon or mid-day, you agreed 
that draft by telephone? — Yes, that is so. 

8334. Then on Tuesday the 17th, there was a discus- 
sion of that part of the draft statement when Sir Roger 
Makins was present ; is that right? — Yes, that is so. 

8335. And later in the evening about 10.30 p.m. at 

II Downing Street, you were with the Chancellor of 
the Exchequer and the Governor of the Bank of England, 
Sir Roger Makins of the Treasury, and Sir Edmund 
Compton when again there was a discussion upon 
bank advances. You indicated that in your personal 
view, higher interest rates were one weapon which it might 
be right to use? — Y es, I remember that certainly. 

8336. Did anybody remark on the validity of that 
opinion? — No response whatever. 

8337. Did that seem disappointing or significant to you? 
— I suppose if I drew a conclusion, I drew a conclusion 
that interest rates would not be raised. 

8338. That was your conclusion? — Yes, .that was my 
conclusion. 

8339. The alternative possibility would be that the 
shrewdness of your suggestion was appreciated, but you 
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would not be allowed to realise how well it was appre- 
ciated? — That may be so. 

8340. Did that occur to you? — No, I am afraid it did 
not ; I thought I had had a disappointing reception. 

8341. Then on Wednesday you called on the Deputy 
Governor, asked if you could call a special meeting of the 
London Clearing Bankers Committee, and you did that? — 
Yes. 

8342. And no mention of interest rates was made to 
the Committee? — No, none whatever. 

8343. That was held on the Thursday morning, another 
meeting, was it not — no, the same meeting held on 
Thursday morning about 10.45 a.m. an hour or so before 
the Bank rate rise was announced? — Yes. 

8344. I think I can really leave it at that. Why did not 
you in so many words suggest raising the Bank rate when 
you were at Downing Street on the 17th? — I would con- 
sider it an impertinence on my part to discuss the Bank 
rate in the presence of the Governor of the Bank of 
England. It is his business and not mine. 

8345. Did you yourself think it ought to be raised? — 
Yes, I did. 

8346. Did you expect it to be? — No, I did not. 

8347. There are only two other points I want to ask 
you about. As Director of Union Discount Company, do 
you attend meetings of the board of directors on alternate 
Thursdays? — Yes, that is so. 

8348. On the 5th and 19th September you attended? — 
I should have to look at my diary, I think that is correct. 

8349. I have no doubt you provided the dates? — That 
can be ascertained anyhow. 

8350. When you were there on the 5th, was there any 
reference to a possible Bank rate increase? — Not that I 
can recollect. 

8351. I am only asking you about this because this 
Company, being no doubt constantly turning over large 
sums of money in its business as a discount house — it is 
a discount house? — Yes, a discount house. 

8352. It did sell half a million pounds 4 per cent. Con- 
version stock on the 18th. Were you aware of that 
transaction before it was carried out? — No, not before it 
was carried out ; afterwards I was, of course. 

8353. How soon afterwards, do you remember? — I 
suppose when I next went to a board meeting there. 

8354. You did not feel any disquiet about the occurrence 
of that sale in relation to a leak of the Bank rate? — Not 
in the least. 

8355. You were satisfied it was in the ordinary course of 
business? — Oh yes ; they deal in millions. 

8356. To your knowledge, was there a requirement for 
money at that time? — A requirement for money? 

8357. I can ask your witness about it? — That is an 
extremely difficult question to answer. I am afraid I 
cannot really remember. 

8358. I mean a requirement in the street for money that 
could be discounted? — As far as I remember money was 
pretty tight at the time, but that is only my recollection. 

8359. Have you any knowledge whatever of any 
personal sale, or any sale by any company with which you 
are associated during that week beginning 16th September, 
other than in the perfectly normal course of business? — 
Not other than in the normal course of business. 

8360. The last point I wanted to ask you about was 
this: the Governor of the Bank of England wrote to the 
Prime Minister on the 27th September, as we have heard 
this morning. Amongst other things he said “ I have 
informed the Financial Secretary of my opinion that there 
was not any evidence of leakage about the intention to 
raise Bank rate, being supported in that opinion by the 
Chairman of the Committee of London Clearing Bankers ”. 
That is yourself? — Yes. 

8361. On what, to your knowledge, would that state- 
ment by the Governor be based? — I had seen nothing to 
indicate that any leakage had occurred. 

8362. Had you told the Governor that? — I told the 
Governor that certainly. 

8363. Do you remember when you saw him about it 
and told him that? — Yes, curiously enough I can 
remember exactly : it was a week after the Bank rate went 
u.p, which I think was on the 19th, and I saw him on 
the 26th. 

8364. You mean Thursday the 26th? — Yes. 

8365. He writes this on the 27th. Did the Governor 
afford you any opportunity of checking with your own 
assistants before answering his question ; in other words, 
did he just ask you the question “Have you seen any 
evidence of a leak ” and expect an immediate answer, or 
a considered answer? — I gave it consideration, but I 
answered .it at the meeting at which we were both present. 
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8366. Having subsequently had a further opportunity of 
hearing what any of your associates or staff have to tell 
you on the point, would you today answer in precisely 
the same way? — Precisely. 

8367. To your knowledge, was there any sign of discount 
houses selling to any abnormal extent on the 16th, 17th, 
18th or early 19th?— -Of course I would only know about 



the Union Discount Company ; I would not know about 
the rest. 

8368. You certainly would not have any direct know- 
ledge of dealings, but I wondered whether it might have 
come to your ears through your discount company, in 
that particular sphere of activity or in your capacity of a 
banker? — No, I heard nothing at all ; that is why I gave 
the Governor that assurance. 



By The Tribunal 



8369. Chairman : You say that the Governor asked you 
whether, in your view, there was any evidence of a leak, 
and you gave it consideration and said No? — Exactly. 

8370. What were the considerations: what did you 
consider in determining how to answer that? — I con- 
sidered whether I had heard any serious and substantiated 
story. 1 had seen myself no unusual selling at all. Of 
course stocks and shares had been bought and sold all 
the time. I had seen nothing abnormal at all. 

8371. Would you be likely to see it? I just want to 
follow what your knowledge would be. You would not, 
for instance, have a list of all the dealings that took 
place? — Oh no. 

8372. It would have to be rumour? — For instance, I 
would know what my own companies were doing — they 
did nothing out of the ordinary — and that is about all I 
would know. 

8373. What was there to consider? Had you heard 
rumours? — I had read the newspapers and I had seen the 
reports that there had been some leakage, to which I 
attached no importance at all. 

8374. Had you not heard any talk of the Royal 
Exchange? — No, nothing. No, I had not. 

8375. So you really had nothing to consider? — Well, I 
had this to consider: I had to consider whether, for 
example, any large company banking at the National 
Provincial Bank had made exceptional sales, and to the 
best of my knowledge they had not. 

8376. Would you know without making enquiries, or did 
you make enquiries? — No, I did not make enquiries, but 
I think I would probably have known. 

8377. You might or might not? — I might or might not ; 
that is exactly the position. 



8378. Mr. Veale : On the evening of the 17th September 
at Downing Street your view was that the Bank rate ought 
to be raised ; is that right? — Yes. 

8379. At the same .time, you did not think it was going 
to be? — Certainly. 

8380. Were there any particular reasons why you came 
to the conclusion in your own mind that it was not going 
to be raised? — Well, there were one or two reasons, in 
fact three, if I think of them. First of all, when an 
intensified credit squeeze was applied, to the best of my 
recollection in July, 1955, the Bank rate was not raised ; 
reliance was placed upon the credit squeeze to do what 
was necessary. Secondly, if I had given this matter serious 
thought — and I have reflected upon it since — I would say 
that a 5 per cent. Bank rate, which was obtaining at that 
time, was a high rate, and the authorities would hesitate 
considerably before they raised it, owing to the increased 
cost of the National Debt and, incidentally, the increased 
cost of the sterling balances. And, thirdly, I knew of the 
large maturing Government obligation in November which 
would need refunding, and to refund it on a Bank rate 
higher than 5 per cent, would be costly. Those were, in 
the main, my reasons for not thinking it would be raised. 

8381. I do not follow the last reason. The Bank rate 
was in fact raised? — Yes. 

8382. Before any funding operation? — Yes, I was 
wrong. 

Mr. Veale : Yes, I see ; very well. 

8383. Chairman : Just to complete that, the funding 
operation did not take place, I presume. Was it paid in 
cash? — I think it was paid off in cash, but I would really 
want to check that answer. That is the best of my 
recollection, but it is easily ascertained. 



(The Witness withdrew) 



Mr. Arthur William Charles Dascombe, sworn 
Examined by The Attorney-General 
(Document A. 20) 



8384. Are you Arthur William Charles Dascombe of 
Farley Lodge, Westerham, Kent? — Yes. 

8385. You are Secretary of the Bank of England, and 
you have held that position for 8i years? — Yes. 

8386. You have been in 'the service of the Bank for 
38 years? — Yes. 

8387. Are you responsible for the secretarial arrange- 
ments within the Secretary’s Office of the Bank? — I am. 

8388. Is every member of the staff on appointment re- 
quired to sign a declaration undertaking not to divulge any 
information that may come to his or her knowledge relating 
to the affairs of the Bank of England, Her Majesty’s 
Government, or other customers or other persons with 
whom the Bank have dealings? — That is so. 

8389. Have you produced a form of that declaration? — 
I have. 

8390. It has a space for the name, and then it says : “ do 
solemnly and sincerely declare that — (a) I will faithfully 
and honestly keep secret during my service with the Bank 
of England, and after the termination thereof, all matters 
with which I may become acquainted relating to the 
affairs and concerns of the Bank of England, of Her 
Majesty’s Government, of other Customers, of holders 
of Stock managed by the Bank, or of other persons with 
whom the Bank has dealings, (b) I will not seek to profit 
myself financially or otherwise by making use, either 
directly or indirectly, of information acquired by me in the 
course of my duties.” Has that got to be signed and 
witnessed by all members of the staff? — By all members 
of the staff. 

8391 In addition to that, is every member of the staff 
given a copy of the rule with regard to secrecy? — Yes. 

8392. Do you produce a copy of the rule? — I do. 

8393. I think the member of the staff has to sign the 
copy of the rule? — Yes. 

8394. That reads : “ I declare that I am aware of the 
importance of the Rule with regard to Secrecy and mindful 



of the Declaration of Secrecy which I have signed”? — 
That he re-signs every year. 

8395. “The Rule with regard to Secrecy reads: — ‘The 
strictest secrecy is Ito be observed toy a Clerk respecting 
information acquired by him in the course of his duties 
in regard to the affairs and concerns of the Bank of 
England, of Her Majesty’s Government, of other cus- 
tomers, of holders of Stock managed by the Bank, or of 
other persons with whom ithe Bank have dealings. A 
Olerk shall not seek to profit himself financially or other- 
wise, by making use either directly or indirectly of 
information acquired by him in the course of his duties. 
A Clerk, unless by the express direction of the Principal 
of the Office, shall not allow any person to have access 
to books or papers belonging to the Bank, nor shall he 
furnish extracts thereof, nor give information of any kind 
relating to the business of the Bank. A Clerk shall not 
give information of any kind concerning the internal 
arrangements of the Bank, nor take pant in any public 
discussion, either in the Press or otherwise, on the affairs 
or policy of the Bank, without first obtaining through 
the Head of Department /the permission of a Governor. 
Any infraction of this Rule will render a Clerk liable 
to dismissal ’ ”. There is also a declaration to be signed 
by the Agent of a Branch, is there not? — Yes. 

8396. After appointment is every member of the staff 
reminded annually of ithe declaration? — That is so. 

8397. And required ito sign annually a declaration which 
reads as follows : “ Declaration as to Secrecy for Members 
of the Administrative Staff. I (so-and-so), undertake to 
ensure that the Staff under my control are fully cognisant 
of the rule in regard to secrecy and mindful of the 
Declaration of Secrecy which they have signed ; and that, 
in particular, they clearly understand that they are pre- 
cluded from divulging to any person or persons during 
their service with the Bank of England and after the 
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termination thereof information relating to the affairs and 
concerns of tihe Bank of England, Her Majesty’s Govern- 
ment or other customers or other persons with whom the 
Bank have dealings Is that it? — Yes. 

8398. I think that you attend the meeting of the Com- 
mittee of Treasury? — 1 do. 

8399. And you take minutes of those meetings? — I do. 

8400. Are they kept in a special place? — They are. 

8401. Have you there an extract of the Minutes of the 
meeting of the 11th September? — I have. 

8402. Does that read as follows : ( Reads the Minute )'! — 
That is correct. 

8403. Who were the members present at that meeting 
of 'the Committee of Treasury? — The Deputy Governor, 
who presided, Sir John Hanbury-Wiiliams, Mr. Sanderson, 
Mr. Eley and Lord Bicester. 



8404. Were you at 'the Court the next morning? — I was 
present at the Court the next day. 

8405. I need not perhaps take you in detail through it : 
did that Court discuss the same matters? — That Court 
discussed the same matters. 

8406. I think you were present also at 'the meeting of 
the Committee of Treasury on the 18ith September? — 
I was. 

8407. And also present at a meeting of the Court on 
the 19 th?— >1 was. 

8408. I do not think you have had any dealings on the 
Stock Exchange of any kind this year? — I have not. 

8409. Have you consciously been in breach of your 
undertaking about secrecy at any .time? — I have never 
consciously been in breach of my undertaking. 



By The Tribunal 



8410. Chairman: We have statements from a number 
of people and officials in .the Bank of England, who in 
the oourse of their duties, would be bound to know about 
the increase in the Bank rate? — Yes. 

8411. In your position as Secretary, have you heard 
anything suggested from anyone that any of those officials 
could have divulged any information? — I have heard none. 

8412. I see looking through ilihem that .they are people 



with very long terms of service at the Bank? — By and 
large, yes. 

8413. Ranging from between ten years up to 30 and 
35?— Yes. 

8414. Are they personally known ito you? — They are all 
personally known ito me. 

8415. Have you any reason to suspectt 'their honesty? — 
None whatever. 



(The Witness withdrew .) 



Sir George Lewis French Bolton, sworn 
Examined bv The Attorney-General 



8416. Are you George Lewis French Bolton. K.C.M.G.? 
— Yes. 

8417. Of St. Pollards Cross, Hempstead, near Saffron 
Walden?— Yes. 

8418. Did you become Assistant Adviser to the then 
Governor of the Bank of England in 1933? — Yes. 

8419. Executive Director in 1948? — Yes. 

8420. Did you cease full-time employment as Executive 
Director on 28th February, 1957? — Yes. 

8421. Did you remain an ordinary Director? — Yes. 

8422. We know you are a member of the Committee of 
Treasury. Did you attend meetings of the Court on the 
1st, 8th, 15th, 22nd and 29th August? — Yes. 

8423. On the morning of Tuesday, 17th September, we 
know the Governor informed you .that he felt the situation 
had become so serious that a sharp rise in the Bank rate 
was required. Did you agree with that view? — Yes. 

8424. Was that the first occasion on which the Governor 
specifically proposed a possible rise in the Bank rate to 
the rate of 7 per cent.? — As far as I was concerned. 

8425. During the period, 16th September to 19th Sep- 
tember, had you any meetings with other Directors of the 
Bank except that after a Board meeting of the Bank of 
London and South America did you have conversation 
with a co-Director, Lord Kindersley?— That is the only 
conversation that I can recall. 

8426. What did he say to you?— Jit was after the Board 
meeting, which takes not very long ; it must have finished 
somewhere about half past two. He asked me to give 
him a few minutes because he was rather worried about 
the effect on the City of the Vickers issue clashing (as it 
were) with the possibility of a sharp rise in the Bank rate. 

8427. To the best of your recollection what did he say 
to you?— That is all he said. 

8428. What did you say to him? — I said that there was 
nothing that we (he and I) could do about it. I suggested 
he went and spoke to the Governor and he left me, I 
believe with the intention of speaking to the Governor. 

8429. Did he tell you he had already spoken to the 
Governor? — I do not recall that. 

8430. Apart from that, before the Bank rate rise was 
announced, and apart from your conversations at the 

Cross-examined b 

8439. We know that after Lord Kindersley spoke to you 
he went to see the Governor of the Bank of England to 
talk to him about the Vickers issue. You heard that, I 
suppose? — Yes, I have. 

8440. I suppose you have heard also that as a result 
of that conversation Lord Kindersley went to see Lord 

By The 

8443. Chairman: Just so that I am quite clear about 
this, I suppose if there had been a general leak (to use 
that word) of information in regard to a steep rise in the 
30671 



Court and at the meetings of the Committee of Treasury, 
have you made any disclosure to anyone else about the 
proposal to increase the Bank rate? — No. 

8431. Have you satisfied yourself with regard to any 
Stock Exchange transactions of any of the companies of 
which you are a director, that there had been no trans- 
action in British Government stocks? — Yes. 

8432. There have been none? — There have been none. 
There is one possible exception ; that is the Sun Life 
Assurance Company of Canada, but the whole of their 
affairs are conducted from Montreal. 

8433. And you have no knowledge of any such trans- 
action? — None whatsoever. 

8434. Since you became an Assistant Adviser in 1933, 

I think you have not held any British Government Stock 
for the reason that you considered it would be embarrass- 
ing for you in your position to do so? — That is true. 

8435. I think we know that you are somewhat of an 
authority on the exchange position? — I would not claim 
to be. 

• 8436. We have heard evidence about that already earlier. 
Did you see from your watch on what was going on in 
the foreign exchange markets whether there was any indi- 
cation there of any prior knowledge of a change in the 
Bank rate being used to anyone’s financial advantage? — 
You mean in the sense that they were expecting, or perhaps 
anticipating a change in the Bank rate because of the 
difficulties confronting the British Government? 

8437. Any indication that someone was using the foreign 
exchange market with knowledge that it was proposed that 
the Bank rate was going to be changed? — It is rather 
difficult to put this shortly to you, but the fact is that 
the whole of the world dealing with sterling were expecting 
sterling to collapse in some form or another — either 
devaluation, or a flow, or, in other words, the British 
Government to give up the struggle. The mere rumour 
that the Bank rate was going to be raised would not have 
affected that state of mind whatsoever ; even the know- 
ledge that it was going to be raised would not have done 
so. 

8438. So you think there was no indication in that field 
of activity of any leak about the Bank rate? — None at all. 

y Mr. MacKenna 

Bicester, and discussed with him the possibility of the 
Vickers issue being held up? — I heard that quite recently. 

8441. Do you see anything improper in what Lord 
Kindersley did there? — Oh, not at all. 

8442. Or in what the Governor of the Bank of England 
did in allowing Lord Kindersley to see Lord Bicester about 
that? — There is nothing improper whatsoever. 

Tribunal 

Bank rate and that penetrated abroad, you would expect 
to have found some purchase of sterling? — In my opinion, 
no. If the only information reaching foreign markets had 

H*4 
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been the possibility of a sharp rise in the Bank rate, in was already regarded as a high rate. 7 per cent, might 

my opinion it might have had even an adverse effect on have been regarded as an act of desperation, 

sterling, certainly not a good one. 8445. But in facl whatever anybody’s motive might have 

8444. I am not following: you mean a sharp rise in been, there were no perceptible dealings?— None what- 

the Bank rate unaccompanied by any other measures? — soever. I can assure you it came as a very great surprise 

Exactly. As previous witnesses have stated, 5 per cent. to foreign opinion generally. 

{The Witness withdrew .) 

( Adjourned to Wednesday next at 10.30 a.m.) 
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Mr. John Melior Stevens, sworn 
Examined by Mr. Winn 
( Document .<4.18.) 



8446. Your full name is John Melior Stevens?— Yes. 

8447. Do you live at 62, Bedford Gardens, W.8? — Yes. 

8448. Are you an Executive Director of the Bank of 
England? — Yes. 

8449. Naturally, as such an Executive Director you 
would be continually discussing the affairs of the Bank 
with the Governor and Deputy Governor? — Yes. 

8450. Were you therefore aware at all stages of the 
discussions and decisions with regard to the raising of the 
Bank rate? — Yes. 

8451. It has been thought proper to call you to give 
evidence to afford you an opportunity of dealing with 
one particular matter that has cropped up in the course 
of the investigation. It is a fact, is it not, .that on the 
18th September, the Wednesday, you had lunch with 
Donald McLachlan of the Daily Telegraph, an old friend 
of yours, I believe?— Yes. since 1930. 

8452. You were a pupil of his at Winchester, I think? 
— That is true. 



8453. You met him for that reason as an old friend? 
—That is so. 

8454. You do discuss economic matters with him from 
time to time, particularly in relation to affairs in Germany? 
—Yes, and at that time the German Elections were taking 
place on the 15th September. 

8455. Did you and he at that time or at any time 
before the announcement of the increase in Bank rate 
refer to that matter at all? — Not at all. 

8456. Did you ever communicate to any person outside 
the Directorate of the Bank of England the knowledge 
that you had gained that Bank rate was to be increased? 
— I did not. 

8457. Or any topic relevant to that? — No. 

8458. Did you deal at all yourself or for any member 
of your family or associates at the material time, August- 
September of this year, on the Stock Exchange? — No. I 
did not. 



By The 

8459. Chairman : There is one matter, Mr. Stevens. Mr. 
McLachlan, I gather, is somewhat of an authority on 
conditions in Germany? — That is so. 

8460. Was there any discussion about the re-valuation 
of the Mark?— That was the starting off point for a 
discussion which was on the political results of the 
Election. The strength of the Deutschmark was one of 
the factors in the economic situation here at the time. 

I therefore was anxious to know if there were to be any 
political changes on the German scene which would, in 
turn have some effect on the Deutschmark, but that was 
for my own information. 

8461. Was there any discussion as to the effect on 
Sterling of any re-valuation? — No, not that way round. 
As I recollect,' it started with me pointing out that the 
strength of the Deutschmark was an important factor 
in the situation, and therefore I was anxious to find out 
whether the new Government was likely to continue the 
policy, and the position was somewhat indefinite at the 
time as to whether the previous Minister of Finance 
would continue. 

8462. Mr. Milner Holland: Did you discuss the possi- 
bility of the German Bank rate being lowered? — No, not 
at all ; I did not go into that at all. 

8463. One witness here has, I think, hinted that possibly 
there might have been some sort of reciprocal arrangement 
under which the German Bank rate was lowered and ours 
was raised? — No, the matter did not come up. I think 
Sir George Bolton in evidence reported that the exchange 
market was in such an unsettled state that that was really 
not a factor at the time ; and my recollection is that the 
German Bank rate change when it took place had no 
effect at all on the Sterling-Deutschmark rate. 

(The Witne 



8464. Did you discuss the weakness of Sterling, because 
if you discussed the strength of the Deutschmark obviously 
the weakness of Sterling might have arisen?— Not as a 
topic ; that is to say, I approached our talk from the point 
of view of the strength of the Deutschmark, the problem 
of the Deutschmark, but naturally the stronger the 
Deutschmark the weaker Sterling ; but I did not start on 
the line that I wanted to talk about Sterling, I started 
that I wanted to talk about Germany. 

8465. You would concede at once that the two ques- 
tions, the strength of the Deutschmark and the weakness 
of Sterling, are inextricably linked? — Surely. 

8466. And what you are saying, I gather, is that 
although you discussed matters which would lead you to 
a view as to the continuing strength of the Deutschmark, 
in fact you did not discuss the weakness of Sterling? — 
That is so. 

8467. Except obliquely in the sense you have indicated? 
— Yes. Might I say that Germany was only one of a 
number of topics and it was a friendly lunch, so the actual 
discussion about Germany did not last all that time ; but 
nevertheless I was anxious to have Mr. McLachlan’s views 
on that specific point. 

8468. I am not doubting you, but it does seem to me 
perhaps a little odd that you are so certain there was no 
discussion at all about the weakness of Sterling? — Only 
in the most oblique way that you have indicated, that one 
could not talk about a strong Mark without inferring a 
weak Sterling. 

8469. Was there any discussion about any measures to 
protect Sterling? — None at all. 

8470. We need not be under any illusion ; there was a 
real crisis at this time over the maintenance of the Sterling 
rate? — That is so. 

w withdrew) 



Mr. Michael Bennett, sworn 
Examined by Mr. Winn. ( Document B.48.) 



8471. Is your full name Michael Bennett? — Yes. 

8472. Of Flat 4, 50, Harrington Gardens, Kensington? 
— Y es. 

8473. Are you a partner in the firm of Durlacher 
Godson & Co., who are jobbers on the Stock Exchange 
specialising rather in the Industrial and Brewery Market? 
—Yes. 

8474. I think you have been good enough to provide 
at the request of the Treasury Solicitor a schedule of 
dealings in the period between the 16th and 19th Septem- 
ber in seven typical equity shares of the kind sometimes 
referred to as “ blue chips ”? — Yes. 

8475. The better quality equity holdings? — Yes. 

8476. I do not want to look at this schedule for the 
moment in detail — the Tribunal will have the schedule 
attached to B.48 — but will you tell the Tribunal this: 
on the 18th September was there anything abnormal in 
your opinion in either the number of transactions or the 
number of shares of that character that changed hands? — 



Nothing unusual at all. 

8477. Was there any dealing after hours on that day 
to your knowledge? — A small amount, but if anything not 
as much as usual. 

8478. If anything, rather less than usual? — Yes. 

8479. It is quite normal for you to continue to deal 
after the House is shut at 3.30? — It is. 

8480. Up to what sort of time?— In the office up to 5 
o’clock, but we do also deal in some stocks with an 
American connection and we do sometimes go on at 
home until 8 o’clock. 

8481. Wall Street opens at 7 o’clock our time, does it? 
— It closes at about 8 o’clock our time. 

8482. On the morning of the 19th did you sell stock 
but only in quiet normal dealings? — Exactly. 

8483. Would you say that on the prices set out in your 
schedule there is no particular tendency to be detected? — 
No tendency at all if anything, on the 18th one or two 
prices actually went up a little. 
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8484. Did you during the 18th — I take that period first 
—during the afternoon and early evening of the 18th your- 
self hear any rumour of unusual dealings on Exchange? 
— Nothing at all. 

8485. And had no impression of trouble pending? — 
None whatsoever. 



8486. Were you surprised the next day to learn of the 
rise in Bank rate? — Horrified, very surprised indeed. 

8487. Does what you say about the afternoon of the 
18th apply equally to the morning of the 19th, no impres- 
sion of unusual activity? — Nothing unusual at all, very 
quiet dealings on the 19th morning. 



By The Tribunal 



8488. Chairman: I take it then that on the 18th and 
even on the morning of the 19th there was nothing in 
your Market which appeared to you to be abnormal in 
any way? — Nothing at all, two very quiet days. 

8489. Immediately Bank rate was raised did that have 
an effect on these “ blue chip ” prices? — Very definitely, 
yes. 

8490. To give me an idea, I see I.C.I. in your schedule 
prior to Bank rate on the 19th were 40s. 6d. to 40s. 10id.? 
— Yes. 

8491. What would they have been after the rise? — The 
next dealing, I believe, was 40s. Id., and they then fell 
down to 39s. and 39s. 6d. after that. 

8492. And that would be true of all dealings, would it? 
— I think that was rather a small reduction ; some of them 
were a great deal bigger. 

8493. Mr. Milner Holland : Was the market on the 18th 
and 19th a weak market or a strong market? — On the 
1 8th if anything it was slightly better than the day before. 
I think the Financial Times Index of Industrial Ordinaries 
went up about a point. 

8494. Was this a time, generally speaking, over two or 
three days prior to the rise in Bank rate when, would you 
say, the market was sensitive? — It had been going slightly 



easier, if I am correct in my memory, for about a fort- 
night before. 

8495. Was there a sense of crisis? — Oh definitely, yes. 

8496. You told me that on the 18th, if anything, the 
market was a bit stronger than on the 17th, but what I 
still want to know is this: on the 17th was it in a weak 
and sensitive state? — Surprisingly, not as sensitive as one 
might have imagined at the time ; as a matter of fact, 
although one had thought there was a crisis, the move- 
ments were relatively very small. 

8497. Would you anticipate that this class of high grade 
equity share would react unfavourably to a sharp rise in 
Bank rate? — Yes, very definitely. 

8498. There can be no doubt in anybody’s mind that 
the effect of a sharp rise in Bank rate would be to weaken 
“ blue chips ” considerably? — I would have thought no 
doubt at all. 

8499. Simply because it gave a higher interest rate? — 
Yes. 

8500. Chairman : And it follows, I suppose, that if there 
had been any general knowledge by means of a leak on 
the 18th that there would be or was likely to be a rise 
in Bank rate, you would have expected to have had con- 
siderable selling? — That is correct. 



(The Witness withdrew .) 



Mr. Kenneth Baldwin Brown, sworn 
Examined by Mr. Winn 
C Document BAS) 



8501. I think your names are Kenneth Baldwin Brown? 
— Yes. 

8502. Of “ Willows Hanham. near Bishops Stortford? 
—Yes. 

8503. Are you a partner in the firm of stockbrokers 
known as Ricardo Isaacs & Bray? — Yes. 

8504. Will you help the Tribunal about dealings in oil 
shares at the material time. Your firm does rather 
specialise in the Oil Market, does it? — That is so. 

8505. What is your general impression about the 18th 
September of this year, was there anything unusual in your 
market? — No ; our market is always a sensitive market, 
but it was not particularly sensitive on that day. 

8506. Sensitive to rumours and impressions? — Yes, to 
rumours and impressions. It is an international market 
and we are affected by New York and the Continent quite 
a lot. 

8507. Is there a tendency to some extent to buy on an 
appreciation or sell on an appreciation in your market? — 
Yes. 

8508. I mean Bull and Bear dealings? — Yes. 

8509. I am looking at paragraph 5 of your statement. 
On the 18th, so far as you recall, did the price of oil 
shares hold up well throughout the day? — That is so ; 
they inclined to harden at the end. 

8510. Rather going up?— Yes. 

8511. And so far as your own firm is concerned, was 
there any abnormal activity in those shares after the close 
of the House on the 18th?— To the best of my recollection 
I should say very little. 

8512. You did not have an impression afterwards 
looking back? — No. 

8513. I think you did do one fairly substantial bargain 
in Burma Oil on the 18th, did you not? — Yes. 

8514. You sold — I am not quite sure what that means ; 
did you buy from Scrimgeour? — I bought from 
Scrimgeour. 

8515. 10,000 Burma Oil Ordinary?— That is so. 

8516. That bargain was done in two halves, was it not? 
—Yes. 

8517. The first part was done by yourself before lunch? 

—Yes. , 

8518. And the second part by your partner, Mr. Fraser, 
between 3 and 3.30 on the 18th?— That is correct.. 

8519. Is it a fact that the price that was paid for the 
afternoon parcel was rather harder than the price paid 
for the parcel taken in the morning?— Yes. 



8520. It confirms what you said about a tendency to 
harden? — Yes. 

8521. Would you say that it was a normal day of busi- 
ness for your firm, bargains individually of small amount 
and quite normal in kind? — Yes. 

8522. There was some speculation in certain shares? — 
Yes, we are a speculative market, I am afraid. 

8523. I think you mentioned one particular Company, 
Ultramar Ltd.? — Yes. 

8524. In relation to the shares of that Company did you 
notice some anxiety or some readiness to get rid of those 
shares on the morning of the 19th on the part of clients 
who had bought them on the 18th? — Yes, that is true. 

8525. Is that at all unusual? — No, not in that spot. 

8526. Would it be enough cause for such a change of 
policy that there had been a negative movement, that is 
to say no upward movement, in the shares in the latter 
part of the 18th? — No, I should say not. 

8527. I was looking at your statement ; perhaps I mis- 
understood it. In paragraph 6 you say : “ Finding that the 
market in these shares had not risen they were sold back 
to the jobbers on the 19th”? — Yes, on the 19th, that is 
true. 

8528. But apart from such transactions as that, would 
you say that on the morning of the 19th bargains were 
really confined to small ones of £100 or £200 or so at a 
time? — Generally, yes. 

8529. I think on the morning of the 19th your firm 
bought £15,000 Esso Ltd. 6 per cent. Debenture Stock? — 
That is true. 

8530. Would you have done that if you had anticipated 
an increase in Bank rate that morning? — Certainly not. 

8531. I suppose you lost a couple of points or so on 
that after the rise in Bank rate? — Yes, I should say a 
couple of points. 

8532. Was there a certain dullness in other sections of 
the House that you noticed on the morning of the 19th? 
— Yes, I would say that was a reasonable statement. 

8533. Tell me, if you would, looking back with hindsight 
to the 18th and the morning of the 19th, have you any 
impression now, of anything that indicated or indicates 
now, any special knowledge? — No, I do not think so. I 
think that what made people a little hesitant on the 
19th was having read the warnings given in the morning 
papers. 
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8534. So far as you, personally, are concerned, did any you, which you think it right that the Tribunal should 
piece of information about any particular deal come to know about? — I can think of nothing. 



By The 

8535. Chairman : What was the effect of the rise in the 
Bank rate on the shares in your market? — They became 
almost unsaleable immediately it was announced ; Equity 
shares dropped possibly 10s. straight away. 

8536. It follows that if on the 18th, or if on the morning 
of the 19th, there had been a general knowledge of the 
rise in the Bank rate, you would have expected a very 
different picture? — Definitely. 

8537. Mr. Milner Holland : Does that apply to Equity 
shares as well as such things as Mr. Winn mentioned, 

(The Witne 



6 per cent, debenture stocks? That would fall because of 
the rise in interest rates? — -Yes. 

8538. Does your answer follow for Equity shares in 
larger oil companies too? — Y es, I think so. 

8539. Why is that? Are they not a shield against 
inflation? — We always used to think so. We do not think 
so now. 

8540. At any rate, a result of the rise in the Bank rate 
was a sharp fall in the Equities? — Yes. 

i withdrew .) 



Mr. Robert Frederick Albert Hunt, sworn 
Examined by Mr. Winn 



(Document 2J.44) 



8541. Is your full name Robert Frederick Albert Hunt? 

8542. Are you a partner of Anketell, Fletcher & Co.? 
—Yes. 

8543. And they are Jobbers on the Stock Exchange? 
— Yes. 

8544. Does your firm deal, amongst other securities, 
in the shares of hire-purchase companies? — We do. 

8545. You have a fairly specialised knowledge of those 

shares? — Yes. . , t . . 

8546. Tell me, please, are the leaders of that market 
perhaps the United Dominions Trust Ltd., and Bowmakers 
Limited?— Yes, and Olds Discount. 

8547. Of those first two that T mentioned I do not think 
you have the price for the United Dominions Trust Co. 
shares on the 17th, but on the 18th was it 89s.?— Yes. 

8548. And on the 19th, in the morning 84s. 6d.? — Yes. 

8549. And for Bowmakers Ltd. on the 17th, about 
22s. 9d.?— Yes. 

8550. No price quoted on the 18th, but on the 19th 
22s. 3d., and 21s. l*d.?— ' Yes. 

8551. Is that a fairly typical indication of the move- 
ment in your market for that period of time? — I am 

8552. Was there a tendency between the 17th and 19th 
September for hire-purchase shares somewhat to weaken? 
— Definitely. 

8553. I think on the 18th your firm had only a few 
transactions in hire-purchase shares?— That is correct. 

8554. Were there any such .transactions of which you 
have knowledge after the House closed that day? — No. 

8555. I think you did have a few enquiries?— We had 
a number of enquiries, but in view of the general economic 
situation and the talk of credit restrictions etc., we were 
careful, or I was careful, in only making a price in a 
very small number of shares. Although nobody actually 
indicated that .they were buyers, as I was only willing 
to make a price in small numbers, nobody was willing 
to open as to what they wanted. 

8556. You say in view of the talk about credit restric- 
tions and so on. Where had you heard such talk?— It had 
been in the newspapers for a day or two preceding. 

8557. Had you seen any particular paper, so far as 
you remember yourself, on the morning of .the 17th 
or 18th? — I cannot recollect, no. 



8558. But there was some fairly general talk, was there? 
— It was probably my caution. When I say credit restric- 
tions I am really thinking about the morning of the 19th, 
the actual day the thing was changed. We were principally 
worried on the 17th and 18th with the general economic 
situation. If there is any fall in anything at all, or if 
there is any economic trouble, usually hire-purchase shares 
are one of the first things to reflect it and go down, so if 
there is any disturbance likely we are always inclined to 
be cautious so that we do not get caught with too big 
a book. 

8559. Hire-purchase company business being a form of 

giving credit? — Yes. . . 

8560. It is likely to be affected by any restriction on 

credit? — Yes. . 

8561. I am speculating, but is the fortunes of hire- 
purchase companies to some extent depend on the state 
of employment? — I think so, definitely. 

8562. So you were taking a cautious line during that 
period 17th to 19th? — Yes. 

8563. Was that a concerted policy adopted after dis- 
cussions with your partners? — Well, we do not have a 
great deal of policy discussion because there is only myself 
and one other person that deal in the hire-purchase shares. 
Our firm is split into a variety of sections, ranging from 
lea shares to investment trusts and property shares. 

8564. You had a word with him? — Yes. 

8565. And you and he adopted this cautious policy?— 
Yes. 

8566. You did that by only quoting for small amounts 
of shares?— Yes. 

8567. On the 19th, in the morning before the announce- 
ment of the Bank rate, did you effect a small number of 
deals?— Yes. 

8568. Were the prices somewhat lower than the earlier 
days?— Yes. 

8569. Apart from a general softening of the tone of the 
market and some acceleration in that trend on the morn- 
ing of the 19th, did you deduct any such abnormal state 
of affairs in the market as suggested to you, that anyone 
was dealing with special knowledge?— No. 

8570. Looking back on the matter now, have you in 
mind any particular discussion, any particular conversa- 
tion, any particular statement, which you think the Tri- 
bunal ought to be made aware of in order that they can 
discharge their duty in this matter?— I do not really 
recollect any. 



By The 

8571 . Mr. Milner Holland : The Dominion Trust price 
of the 18th which you have given us is 89s.?— Yes. 

8572. The price for the morning of the 19th is 84s. 6d. ; 
have I got that right?— That is correct. 

8573. That is a very big fall, is it not? — Yes. We had 
one or two enquiries after-hours in the evening. Owing 
to the amount of shares for which we were willing to 
quote a price, we did not actually deal, but we sort of 
assumed people would probably sell to us and we did 
go on to try and sell some shares to a buyer, but the 
buyer had already dealt with one of our opposition, one 
of the other jobbers in the market. Therefore we lowered 
our price next morning, as we had only a very small 
position and there were no adequate buyers. 

8574. Is 84s. 6d. merely the price you quoted and no 
deals were done at that figure? — No. I think I bought 



Tribunal 

some shares at 84s. 6d. ; yes, I bought some. I bought 
the first lot of shares that morning at 86s. There is 
usually a Is. or Is. 6d. price spread in the United 
Dominions Trust. At that time we were quoting a Is. 6d. 
or 2s. price because of the caution, so it is not as bad 
as it looks. We sold at 89s. We would probably quote 
for 87s. and 89s. Having dealt after hours, next morning 
we started probably at 86s. to 88s. for a small number, 
and then the next price we quoted was 84s. 6d. to 86s. 6d. 
for another small number. 

8575. And I take it that 89s. is a reference to a sale? 

-Yes. 

8576. And that there are two prices of which you have 
knowledge, one at 86s. and one at 84s. 6d.?— Yes. 

8577. And that sale price would have been a Is. 6d. 
or 2s. margin above that?— Yes. 
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8578. You have mentioned Olds’ Discount. Have you 
the figure for dealings in that stock? — The dealings are 
small. In fact we did not deal on the 17th at all. We 
only dealt once fairly late on the 18th, when we bought 
some at 28s. lid., and after the Bank rate announcement 
we sold some of those at 27s. 

8579. In a period of inflation one of the weapons which 
has been wielded, I think more than once, is to. tighten 
restrictions on hire-purchase dealings altogether? — Yes. 

8580. Raise the deposit and so forth. Was something 
of that sort anticipated in the days prior to the 19th? — 
I think it almost certainly was. That was the fear we 
had in our minds. Successive Chancellors of the 
Exchequer have clamped down rather heavily on the hire- 
purchase companies and in time of crisis, or whenever 
there is any kind of crisis, we are always careful about 
hire-purchase shares because of that. 

8581. Would that be the most damaging of all the things 
that might happen from, the point of view, of hire-purchase 
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companies? — No. There could be a raising of the initial 
down-payment. 

8582. I mean that class of 'thing. I am asking whether 
restrictions on the hire-purchase transactions, such as 
making them more difficult for people with small means 
to undertake them, would be the most damaging of the 
factors (that would affect hire-purchase shares, or would 
a rise in the interest rates be more damaging? — I think 
equally so. I do not think there is much to choose 
between them. 

8583. In fact, when the Chancellor’s announcement was 
made there was no further tightening of hire-purchase 
transactions? — No. 

8584. That, so far as it went, was a bull' point for hire- 
purchase shares? — Yes. 

8585. Offset by the rise in interest rates? — Yes. 

8586. Mr. Veale : Was there any further fall in the 
84s. 6d.?— Yes. 

8587. To what? — I dealt after lunch at 81s., and we 
dealt next day at 79s. It went down considerably more. 



(The Witness withdrew) 



Mr. Geoffrey Duodale Kirwan, sworn 
Examined by Mr. Donaldson 
( Document >4.19) 



8588. Are your full names Geoffrey Dugdale Kirwan? 
— Yes. 

8589. Do you live at 29, Warwick Avenue, London? — 
Yes. 

8590. You are Secretary and Controller-General of the 
National Debt Office? — Yes. 

8591. Is it your custom to pay a weekly visit on Wednes- 
days to the Bank of England? — Yes. 

8592. Between 3 and 3.30 p.m.? — Yes. 

8593. And did you pay such a visit on the 18th Septem- 
ber? — I did. 

8594. And met Mr. O’Brien, the Chief Cashier? — Yes. 

8595. What did he say to you? — We usually start those 
meetings by my talking about where the money is coming 
in to the Funds I am concerned with and we had that 
conversation and then he said to me: “We are going to 
do something tomorrow.” 



8596. What did you understand by that? — I understood 
that the Bank rate would be moved. 

8597. What action were you expected to take? — 
Nothing. 

8598. Or refrain from taking? — I was expected to 
refrain from asking him to do any deals in stock, which 
is the normal thing I would do at the latter part of my 
talk. 

8599. So that no deals were done on your behalf from 
that time until after the Bank rate change? — That is so. 

8600. Did you tell anybody of the information that you 
had received from Mr. O’Brien before the Bank rate 
change was announced? — Nobody. 

8601. Did you have any personal transactions on the 
Stock Exchange after you knew of the announcement? — 
No. 



By The Tribunal 



8602. Mr. Milner-Holland : This is routine is it? When 
there is going to be a change in the Bank rate an intima- 
tion is given to you? — Yes. 

8603. Whether it is up or down? — Yes. 

8604. And you do not do any dealings after that until 
the announcement? — Until the announcement. 

(The Witne 



8605. You were not told how much the Bank rate was 
going to be moved? — No. 

8606. Theoretically at any rate, you were not told which 
way? — No. 

8607. Factually, you were not told which way? — No. 

8608. But you might have guessed? — I did guess. 

v withdrew .) 



Mr. Charles Frederick Trustram, sworn 
Examined by Mr. Donaldson 
(Document D. 2) 



8609. What are your full names? — Charles Frederick 
Trustram. 

8610. And your address? — My address is 59, Gresham 

Street. , , , , 

8611. Your home address?— No, that is the address of 
the Association which I represent as the Chairman. 

8612. You are the Chairman of the British Insurance 
Association? — Yes. 

8613. Which is an Association of Insurance Companies 
carrying on business in London? — Yes — carrying on 
business in this country. 

8614. In the Daily Sketch of the 26th September (page 
26 of the bundle of Press cuttings) there was a paragraph 
in relation to a possible leak saying: “ And talk too that 



Lloyds were asked for cover against the possibility of the 
Bank rate going up by more than 1 per cent.” You can- 
not speak for Lloyds, and Sir Walter Barry will come 
here this afternoon to give the Tribunal information about 
that, but as far as British Insurance Companies are con- 
cerned, have yon made enquiries as to whether any cover 
was afforded in relation to a change in the Bank rate? — 
Yes. At the request of the Treasury Solicitor I had 
enquiries made of the whole of our members, excluding 
those that transact only 'life business, and I had written 
assurances on behalf of them all that no such insurance 
had been effected. 

8615. You can produce those assurances if they are 
required? — Yes. 



By The 

8616. Chairman : On other occasions when there has 
been a rise in the Bank rate is it common to find people 
insuring? — I have never heard of a single instance in 35 
years, and I would be very surprised to hear of it 

8617. It is not a common thing then, by any mepis, for 
somebody to take out insurance?— No. Speaking for 
myself I would say it would be bad business because I 

(The Witne 



would not regard it as insurance. 

8618. Not something which you would undertake 
readily? — I would not undertake it at all. 

8619. Mr. Milner-Holland : Then it is not at all sur- 
prising to find that no such insurance was effected? — No ; 
to the contrary. 

Chairman : Thank you for getting written assurances. 
withdrew.) 
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Examined by Mr. Winn 

<i Statement B. 21. Previous reference Day 1, p. 37) 



8620. What are your full names? — Sydney Robert James 
Addison. 

8621. You are a member of what firm? — Williams de 
Broe & Co. 

8622. 1 wanted to ask you about a reference made to you 
by an earlier witness which is in ithe Shorthand Note for 
the First Day at page 37. Mr. Bareau was giving evidence, 
and he was asked at the top of the page : “ Did you have 
any conversation with any other stockbrokers? (A.) Yes, 
on that day I can quite definitely recall a conversation 
which I had with a Mr. Addison. (Q.) Of what firm? 
( A .) Of the firm of Williams, de Broe & Co. (Q.) What 
was that conversation? (A.) Mr. Addison told me that 
there was a good deal of disquiet among gilt-edged jobbers, 
that there were some pungent comments on what had hap- 
pened the day before and the day before that, after hours 
on Wednesday. He explained to me that there were 
rumours in the market that certain people knew more than 
they should have known, and he did cite the paragraph 
which had appeared in the Telegraph as a piece of 
evidence which was being mentioned in the market, evi- 
dence that some people knew more than they should have 
known. He also said that the disgruntlement on the part 
of gilt-edged jobbers seemed to him also to be due to the 
fact that the Government Broker’s activities in the previous 
days had been such as to lead the gilt-edged market to 
believe that stocks were going up rather than down and 
that, misled in this way, they had been carrying rather 
more stock on their books when the Bank rate went up 
than they would normally be carrying. That was the 
gist of the information I got from him.” Having read that 
to you, does that remind you of any conversation? — Yes. 

8623. Would you tell the Tribunal what you recollect of 
it? — I think that roughly that would be what I had said. 
I cannot recollect anything else. 

8624. Then there was another reference to you at page 
40, when the Chairman, Lord Justice Parker, asked, at 
letter E: “Was the person who told you that Mr. 
Greenwell? (A.) No, it was not. It was Mr. Addison.” 
And what was said to have been told to Mr. Bareau was 
this : “ he said : ‘ A partner of one firm told me that in 
a few minutes he had lost a year’s profits. ’ ” Do you 
remember saying something to that effect to Mr. Bareau? 
— No, I did not. My recollection differs from Mr. 
Bareau’s on that point. I think that this conversation was 
on the morning of the 26th, and at that time I was telling 
him — it was after the letter had gone out from Wedd & 
Owen — that I thought the whole thing was being blown up 
in the most undesirable and distorting way, and I asked 
him whether he had seen the Daily Telegraph of that day, 
because on the 26th, on the front page, there was an article 
by the City Editor in which this story was quoted, and 
I remember quite distinctly telling Mr. Bareau that that 
was the sort of thing that I thought was very bad, and 
that I had no doubt that the reporter was grossly exag- 
gerating. 

8625. What was your own opinion about the state of 
affairs in the market on the Wednesday the 18th and 
Thursday the 19th? — Not about the rumours but about 
the state of the market? 

8626. About the state of the market, yes? — Until about 
half past two on Wednesday the 18th the market was very 
firm. It softened very slightly between then and 3 o’clock. 

I remember I did several telephone calls to that effect. 
There was nothing unusual about that at all. I checked 
the market at approximately ten minutes past four on the 
Wednesday afternoon with Wedd, Jefferson & Co., with 
particular reference to the short bonds, and I was told then, 
as far as I recollect, that there was no sign of anything 
other than normal profit taking. 

8627. You understood them to say that they were selling 
with normal profit taking? — There is a misprint there, 
it is “ seeing normal profit taking.” 

8628. They were seeing other dealers taking normal 
profits? — Yes. But it was quite a normal state of affairs, 
and they did not indicate that there was anything excep- 
tional about it at all. 

8629. They are, as we have learnt in the course of this 
Inquiry, one of the biggest jobbers? — Yes, indeed. 

8630. At that time were you trying to sell for a client, 
or just keeping yourself informed?— I was keeping myself 
informed. 

8631. Had there been rather a dull market in short 
bonds for some days before? — That is my recollection. 



8632. Your own dealings on the 18th and the morning 
of the 19th, more particularly the morning of the 19th, 
did include, I think, a sale in two separate transactions for 
the Banque Parisienne pour 1’Industrie? — Yes. 

8633. That was £125,000 War 3£ per cent., and £45,000 
odd of Savings 3 per cent.? — Yes, 65/75, not 55/75. 
There is a misprint there. 

8634. Both of those were round about 10.20 a.m. on 
the 19th? — They were marked as reported on my dealing 
slips in the dealings-box at 10.20 by our time clock. 

8635. Were those two sales made on behalf of that 
French bank, but actually for a certain G. E. Davis, an 
executor of the Will of A. Besse, deceased? — Yes. 

8636. Had you been expecting that order to arrive for 
some time? — Yes. 

8637. Did it come to you, so far as you are aware, in 
the normal course of business? — Definitely. 

8638. You have no reason, have you, to suppose that 
that was on any special information? — Absolutely none. 

8639. In what way had you learnt previously that the 
transaction was to be expected? Had there been corre- 
spondence? — One of my partners who deals with the 
Continental business dealt with this matter, I did not per- 
sonally. But it had been outstanding for some weeks, and 
should have been completed before, but the legal formali- 
ties had not been completed, and we particularly wanted 
to get it done as soon as they were completed and per- 
mission was granted. 

8640. It was in no sense a sudden decision ? — Not at all. 

8641. Another transaction I must ask you about was one 
at about ten minutes to ten that morning. Did you then 
sell £10,000 Sayings 3 per cent, for Mr. A. G. J. Readman? 
— My dealer did, I did not personally. 

8642. I meant your firm? — I did the others personally, 
but not that. 

8643. Mr. Readman is one of the partners of your 
firm? — He is. 

8644. Do you know from him direot why he chose 
to sell that stock that morning? — Yes, I do. I asked him 
if he had read the City column in the Telegraph when 
we met at about half past nine, as we always do. He 
had not, and I told him what it was, and without con- 
sulting me any further he sold his own stock. I did not 
know about the transaction until later in the morning. 

8645. Did you sell for yourself at all? — No. 

8646. Did you expect personally that there would be a 
change in Bank rate that day? — Definitely not. 

8647. I think you can tell the Tribunal indirectly of 
talk that came to your ears in Lombard Street and the 
discount market, that the Bank rate was bound to go up 
on the following Thursday, -that is to say, you heard that 
the discount market had been talking in advance of the 
probability of an increase in Bank rate?— I think that 
is putting it a little bit strongly. 

8648. Would you give us your own version? — Yes, I 
will. They were not saying it was bound to go up, 
and I searched my mind to try to recollect whether I 
first heard this on the Monday afternoon or the Tuesday 
morning, and to be on the safe side I would say it was 
on the Tuesday morning. I did hear there was talk in 
some sections of the bill market that Bank rale might 
go up, and I heard that repeated throughout the week until 
it actually happened. 

8649. I suppose that was not altogether surprising, was 
it? — On the contrary. I would expect it. 

8650. Were there people talking of that possibility and 
others not agreeing with them? — Exactly, yes. 

8651. Was any of that talk allegedly based on special 
information? — Oh, not at all. 

8652. Have you any reason to suppose that the discount 
houses or any of them dealt to an abnormal extent as 
sellers? — No. 

8653. Now let me ask you about something that you 
mentioned in paragraph 9 of your statement ; going back 
one week to Wednesday 11th, did a olient, whom you 
refeiTed to as a leading merchant bank, express the 
opinion to you or concur in your opinion that the outlook 
for the gilt-edged market was very uncertain? — That is my 
recollection, but that is in the ordinary course of discus- 
sion. The market had risen, the short bonds particularly. 
This particular transaction was in short bonds, and they 
had got to a price which appeared to be getting a little 
bit high, and the discussion was no more than that. 
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8654. Just a general discussion as to whether it was 
better to stay in or go out? — Yes. But I would not like 
you to infer that that was the reason necessarily, why 
they sold. I mean, there must be many other considera- 
tions. 

8655. 1 think I ought to ask you who the bankers were? 
— J. Henry Schroder & Co. 

8656. Is it your own firm opinion that if there had 
been special knowledge in the markets that Bank rate 
would increase, you would have been unable to deal 
on the terms you did obtain? — Quite definitely. In point 
of fact, it was an extremely close price that was made vo 
me. I think in each case I had a quarter price quoted 
to me, which at that time, the morning of Thursday, 
was remarkably good. 

8657. Have you since the time you made this statement, 
or indeed before, gained any other relevamt information 
which you feel it right that the Tribunal should receive 
from you? — Only one thing, and that is that I have asked 
my partners who deal with the Continental business, which 
is quite widespread, on this point, and they tell me that 
neither before nor since have we had any indication from 

By The 

8660. ( Chairman ) : There is no doubt that in the days 
following the rise in the Bank rate there was a lot of 
disquiet among the stock jobbers, at any rate, in the 
City? — I am not sure really whether that is factually true. 
There was a lot of comment at .the beginning ; but a 
lot of disquiet for several days — I am not sure that 
that is itrue. I would have said that after the initial 
blow which they had suffered by this very stringent rise 
in Bank rate, any hard feelings subsided very fast. 

8661. Buit there were definite suggestions at ithe begin- 
ning, at any rate, that some people were “ in 'the know ”? 
■—{After a pause.) I find it awfully difficult to say whether 
that wias actually said. 

8662. I understood that you agreed with what Mr. Winn 
read out to you as what you yourself told Mr. Bateau? — 
I did not quite take it in exactly that way. The sort of 
chat that goes on is scarcely specific, I think, at such 
times. 

8663. I mean it is a very drastic thing to say, is it not, 

that somebody was selling who knew? — Well, frankly 1 
really cannot 

8664. I mean you would remember that, would you 
not? — I cannot remember whether I actually said, to Mr. 
Bareau, exactly those words. 

8665. Never mind what you told Mr. Bareau. Is it not 

right that there were rumours in the market that certain 
people knew more than .they should have known? — Yes, 1 
think there were. . 

8666. What names were mentioned in that connection? 
— I did not hear any. 

8667. You never heard any?— No. I did not take part 
in those conversations myself. 

8668. Do you mean they were just general rumours 
tlhiat reached you? — Yes. I did not discuss with anybody 
the position on those terms. 

8669. Mr. Milner Holland : The evidence you have just 
given to us is that on the indications you had the contrary 
was the fact? — Yes, exactly. 

8670. Did you tell Mr. Bareau that although the rumours 
were going about you personally did .not believe them 
at all?— I did. 

8671. He says that you cited the paragraph in the 
Telegraph as a piece of evidence which was being 
mentioned in the market, as evidence that some people 
knew more than they should have known. Did you cite 
to Mr. Bareau, or did you tell Mr. Bareau that the para- 
graph in the Telegraph was being cited as evidence that 
people knew more than they should? — What I told him 
about that, I think, was that it was an example of what 
I thought was the undesirable and distorting rumours 
that were going about, and that I .thought it was grossly 
exaggerated anyway. 

8672. On your conversation with Mr. Readman, did 
you not quote the paragraph to Mr. Readman yourself?— 
The one I quoted to Mr. Readman was on the morning 
of .the Bank rate change. Unis article was on 26th 
September, on the front page of the Telegraph of that 
date. 

8673. I thought the paragraph that you were talking 
about was the one that Mr. Whitmore subsequently 
claimed to be an exclusive forecast? — No. I thought Mr. 
Bareau was wrong about this remark about me, and so 
I turned up the files of the Telegraph and found it on 
that date. 



our representatives abroad or our friends abroad that 
they either knew or expected Bank rate to rise on that 
day. 

8658. I am very much obliged to you. Jt is helpful 
that you should have brought that forward for our 
assistance. Now, in what centres are these partners of 
yours either, so to speak, situated or able to gain infor- 
mation? — We have a resident representative in Paris. We 
are on the telephone .to Paris, Zurich and Geneva several 
times a day, and one of my senior partners has just re- 
turned from a two weeks’ visit to Switzerland on business 
in which I am quite sure — I spoke to him yesterday about 
it — no reference has been made at all to any knowledge 
of .this change. 

8659. Have you and your partners in the past found 
that Switzerland is a particularly sensitive centre, that 
is to say, a financial centre particularly sensitive to coming 
changes? — I really should not answer that, because I do 
not deal with the Swiss business, but it is generally 
thought they are particularly sensitive to international 
financial matters. 

Tribunal 

8674. Do you have in your mind what the Telegraph 
did say which caused you to speak to Mir. Readman? — 
Yes. It was about the credit restrictions, possible cutting 
down of building, and so on, and it seemed to me that 
something unpleasant was going to come. 

8675. What I want to get is this. Have a look at it 
in a moment, but did you think that Mr. Whitmore’s 
city column in the Telegraph was an exceptional indication 
of something which you had not thought of for yourself? 
— No, not really. 

8676. Why did it influence you in the advice you gave 
Mr. Readman? — Because I realised that he had some 
stock and I thought it might be a very good thing to 
get rid of it. 

8677. You knew, as everybody in the City knew, that 
tlie Chancellor was going to the International Monetary 
Fund meeting? — Quite. 

8678. Would it have been a very clever guess that pos- 
sibly before he went he might make some announcement? 
— I think that one had heard on the Wednesday stories 
that there was going to be an announcement. 

8679. That is another point. What I want to know is 
this: Would it, with respect to Mr. Whitmore, require 
an extremely intelligent man to guess that the Chancellor 
might make some announcement before he left for the 
International Monetary Fund? — No. 

8680. Them let me read to you — because you obviously 
have studied this matter — what Mr. Whitmore said : “ The 
possibility cannot be ruled out that the Chancellor may 
now see lit to impose a ceiling on the level of bank 
advances.” Was that a novel idea, or is it something 
which you might well have thought of for yourself?— 
I had not thought of that particular point, no. 

8681. “And seek to enforce it without regard to the 
liquidity ratios of individual banks. Such a move might 
have the effect of inducing the banks to enlarge their 
investments in the gilt-edged market.” It would do, would 
it not? — It might. It is problematical. 

8682. Now comes the paragraph which was the exclusive 
forecast : “ Whether such a tightening of the credit squeeze 
will be flanked by other measures aimed at strengthening 
the position of sterling remains to be seen." We can agree 
that statement, can we not? — We can. 

8683. “If it is the Chancellor’s intention to make 
general policy changes before next week’s I.M.F. meet- 
ings they could obviously include a tightening up of hire 
purchase restrictions Do you agree that they could 
obviously include a tightening up of hire purchase 
restrictions? — Yes. 

8684. “They could obviously include” — I am quot- 
ing again — “ curbs on building ”? — Yes. 

8685. “And they could obviously include even a 
higher Bank rate ”. You told us the discount market were 
talking about whether it would go up or not? — Some, yes. 

8686. Again without disrespect to Mr. Whitmore, does 
it take anybody very brilliant to say that if the Chan- 
cellor’s intention is to make general policy changes they 
could obviously include “even a higher Bank rate"?— 
Quite. 

8687. Then I am still puzzled as to why anything in 
that article persuaded you to tell Mr. Readman that per- 
haps the time had come to get out of gilt-edged. Was it 
this article? — that is what I want to know. Was it the 
City Editor’s article in the Telegraph or was it your 
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general appraisal of the market? — It was my general 
appraisal of the market ; it was getting dangerous. But 
that article just clinched me. 

8688. Mr. Veale : On the Wednesday afternoon you told 
Mr. Holland that there had been stories going round about 
an announcement to be made. You are quite clear about 
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that, are you? — I am certain I heard something. I cannot 
pin it down as to what it was. 

8689. Do you remember when it was? — No. 

8690. Was the talk going on all day, or was that 
something which came up later in the day, do you know? 
— I do not think I oan help you ; I really cannot. 



Mr. Sydney Robert James Addison 



(The Witness withdrew.) 



Mr. Frederick Rudolph Althaus, sworn 
Examined by Mr. Winn 



(Statement 15.41. 

8691. Mr. Althaus, are your names Frederick Rudolph? 
—Yes. 

8692. Of Yew Place, Famham Royal, Buckinghamshire? 
—Yes. 

8693. You have been asked to come here because Mr. 
Bareau when giving evidence at Day 1, page 37, said this 
— if you will listen while I read it to you — “ (Q.) Did you 
have any conversation yourself” — that is, Mr. Bareau — 
“ with any other person connected with the Stock 
Exchange? — (A.) I cannot define the exact moment, but I 
did probably on that day ” — and “ that day ” would seem 
to be the 26th, the Thursday after the increase in Bank rate 
— “ also have a talk with Mr. Althaus of the firm of 
Pember & Boyle whom I met in the street. He told me 
that he was aware of these criticisms among the gilt-edged 
jobbers. He showed a certain amount of impatience at 
this discussion. He said that it was perfectly normal to 
deal after hours and that for his own part he saw nothing 
abnormal in what had happened on Wednesday evening.” 
Can you recall any such conversation with Mr, Bareau? — 
Well sir, the conversation really made such a slight impres- 
sion on my mind that it was not until I was shocked on 
finding my name coming over a tape machine that I even 
recalled it at all. 

8694. You saw it clicking up in front of your eyes? — I 
saw it coming up in front of my very eyes — a most 
depressing experience. 

8695. I hope you have had sufficient time to have rested 
yourself in between to recover and will now be able to 
tell us what you do recall, if anything, of the conversa- 
tion? — I have very little recollection indeed of the conver- 
sation, I am afraid. I do recollect that it took place. It 
took place in the street, I think in Threadneedle Street. 
I have no real recollection of what was said, but at that 
time .there was a great deal of talk about inspired sales and 
sales carried out with prior knowledge, and quite frankly I 
was getting very tired of it because my firm had been con- 
cerned in some of the sales and my firm’s name was being 
bandied about very freely, which may very well have 
accounted for the impatience I showed to Mr. Bareau. 

8696. So that broadly speaking you accept as reason- 
ably accurate what Mr. Bareau said about it? — Yes, I 
should say it probably was, but I cannot say one way or 
another. 

8697. Now tell us what you do remember about these 
talks about the dealings and criticisms and so on? — In 
very general terms, I first heard reports of these dissatis- 
factions, shall we say, from our dealers in the market, 
because in my firm some of us work upstairs and collect 
business and others are down in the market doing it, and I 
heard that there was a good deal of talk. I heard that, 
I think, probably on the Thursday morning after the Bank 
rate had changed, and it concerned merely in a broad 
sense, large sales of securities. It was said that a good 
many of them had been executed after hours. It was said 
at some stage that there must have been or that there may 
well have been some prior knowledge which led to the 
sales, and there were then a crop of rumours also bandy- 
ing about the name of my firm, which had indeed been 
engaged in some of these, to our mind, perfectly innocuous 
operations. 

8698. You did not yourself at the time notice anything 
abnormal about the transactions? — Nothing whatever. 

8699. Was resentment expressed to any member of your 
firm by any jobber? — One firm of jobbers did speak some- 
what roughly to one of my partners on the floor of the 
House, but it is not unusual. Brokers, in the course of 
handling these large transactions, inevitably at times cause 
loss to jobbers, and in the heat of the moment they some- 
times say rather more than they would in a calmer 
moment. Of course, the whole circumstances were such 
that jobbers who had got rather large books in many 
cases were unduly sensitive and were indeed very distressed 
at their experience, because the course of transactions on 
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the previous day, in the earlier part of that week, had 
never led them to suppose that anything quite so drastic 
as this was coming up. 

8700. Jobbers are a class of men who suffer a good 
deal in stalwart silence, are they not? — Usually. 

8701. And they have fortitude as well as capital to 
sustain them? — I hope so. 

8702. Was there more tendency towards reproach and 
recrimination as well as manifestations of pain on this 
occasion than usual? — I should have said so. At any 
rate, I should say they were perhaps more freely voiced 
to rather more people. 

8703. The Tribunal, I am sure, if I may for a moment 
anticipate, really want your help about this. At the time, 
did you think there was substance and seriousness in the 
jobbers’ attitude? — No. I did not. If I may say so at 
this stage I do not know whether it is relevant, but the 
affairs in big institutions are conducted by men of wisdom 
and responsibility and great experience, and they advise 
the institutions for whom they work, they carry out their 
daily transactions, and they are men of integrity and men 
of judgment. They make recommendations to their 
boards : some of them have a certain amount of latitude 
to deal by themselves, but they are people whom I regard 
as serious men and responsible men and I should 
personally feel completely convinced that these operations 
were completely innocuous. 

8704. You are a member of the Council of the Stock 
Exchange, I think? — Yes. 

8705. So such rumours or complaints as were current 
would be of interest to you not only as a member of your 
firm of brokers but also as a member of the Council? 
— Certainly. 

8706. The Council, I think, never did officially consider 
the matter? — No, that is correct. 

8707. Were you ever yourself minded to initiate or 
support any application to the Council for an enquiry? 
— No. I would have regarded it as an affront, certainly to 
my clients and to the type of people who I imagine do 
this large kind of business. 

8708. The Tribunal have before them a complete list 
of all the substantial deals that your firm transacted on 
the 18th and 19th. They were with Bruce & Hinton, Wedd, 
Jefferson & Co., Akroyd & Smithers, and Francis & Praed. 
Those were the jobbers with whom you dealt? — That is 
correct. 

8709. I think you did say, did you, that it was only, 
of those jobbers, Francis & Praed that expressed any 
resentment at all? — Yes, that is correct. 

8710. In fact did your firm of brokers have any dealings 
with Francis & Praed or any other firm of jobbers after 
the House closed on the 18th? — No. We had some 
business to transact towards the close of business which 
involved, I think you will see, the sale of some 4 per cent. 
Conversion stock, but that was concluded on the floor of 
the Stock Exchange, and therefore I imagine was done 
actually within hours. 

8711. Done before the House closed, yes. In fact, is 
it at all abnormal to deal in gilt-edged after hours? — Not 
in the very slightest. I should say it happens as many 
days as not. Some of these transactions require an 
enormous amount of negotiation. Sometimes they involve 
bringing in several parties. Certainly my own firm, and 
actually my own son transacted a great deal of business 
towards the end of last week after hours, and it was on 
behalf of insurance offices and institutions of that kind 
who have boards that sit to all sorts of hours of the day, 
that find business matching up with certain plans they 
want to do at certain ratios and so on, and there is 
nothing in 'the very slightest abnormal in the actual trans- 
action of business after hours. Very often it goes up 
to five o’clock, in the gilt-edged market. 

8712. Did you personally carry through on the 18th 
some sales for the Royal Exchange? — I personally carried 
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through the last one. I was asked for by the Royal 
Exchange, but I was in fact at a meeting at the Council, 
and one of my partners carried out the business of the 
first four, I think, sales, and I think it would be helpful 
for the Tribunal to know that certainly it was regarded as 
so little abnormal by my partner who handled the matter 
that he did not even think it necessary to mention it to get 
me out of Committee, and I only heard it quite by chance 
on the floor of the Council when I came away from my 
meeting. 

8713. Which deal had you carried through, the 

£400,000 ? — I did the last one, the £250,000 British 

Electricity 41 per cent, stock. I think on that, if I may 
mention it, the same man who handed the orders to my 
partner came and the words he used were, “I think we 
could do with a little more money ”. 

8714. That is what you remember him saying, is it? 
— Yes. 

8715. But I was going to ask you about that conversa- 
tion. Who was it, do you remember, who spoke? — Mr. 



Tyndall of ,the Royal Exchange, who acts as Mr. Cooper’s 
deputy. 

8716. And you quite often do receive the actual instruc- 
tions from him, do you?— Yes. I think, if I may go back 
a moment, the Wednesday is the Royal Exchange’s board 
day. 

8717. We have heard quite a lot about all that. Just 
tell me, if you will, about Mr. Tyndall. You would know 
him quite well personally? — Fairly well personally, not 
extremely well. 

8718. I did not mean as a social friend, but as a tele- 
phone correspondent?— Yes, a telephone correspondent. 

8719. On this occasion by tone of voice or in any other 
way did he convey to you that the Royal Exchange were 
dealing rather heavily on that day?— No. He assumed 
that I knew that we had had a previous order and he 
just said, “ We want some more money ”. 

8720. So far as you know from your partner was any 
hint conveyed that it might be as well to follow their lead? 
—Certainly not. 



By The Tribunal 



8721. Chairman : I think you are rather indignant at all 
'these rumours and at the necessity for an enquiry at all? — 
I think that would be fair to say. 

8722. I am not saying it is unnatural. You found that 
the name of your firm, Pember & Boyle was being bandied 
about the House? — Yes, 1 did. 

8723. And coupled with the name of your firm, I 
suppose, there was the name of the Royal Exchange? — 
Yes. 

8724. And Lazards? — I did not hear Lazards coupled 
so soon. I was only aware of the Royal Exchange and 
that was coupled very freely with ours. 

8725. Almost at once? — Almost at once. 

8726. And Lazards later? — I did not personally hear 
Lazards mentioned at all. 

8727. What about the Swiss Bank Corporation? — I 

never heard that mentioned, and I think that the Treasury 
Solicitor has a certificate from Messrs. Whinncy, Smith & 
Whinney 

8728. I do not want to deal with the merits or demerits 
of the Swiss Bank Corporation. I just want to hear 
what the rumours were?— There were no rumours about 
the Swiss Bank so far as I know. 

8729. The only rumour you heard was your name, the 
name of your firm, that is, being coupled with the Royal 
Exchange ; is that it? — And the general assertions that 
there had been sales from prior knowledge. 

8730. Was Lord Kindcrsley’s name being mentioned? 
— No, I did not hear it. 

8731. But it was clearly the inference, was it?— I should 
think it might well have been. 

8732. That this was people who knew, and that must 
mean through Lord Kindcrsley? — It might well have been. 
That I could not say. 

8733. What do you mean, you could not say? You 
must have realised it, must you not? How else would 
the Royal Exchange have any inside knowledge? — Yes, 
well, I will say T realised. 

8734. And the only ones who did complain to yon 

were Francis & Pracd with whom you personally had 
dealt? — No. If I might 



8735. In the case of the £250,000 British Electricity 
41 per cent.?— If I might explain that, I handled the busi- 
ness, that it to say, 1 took the order from .the client and 
sent it .to our organisation in the market. 

8736. You personally look it from Mr. Tyndall?— Yes. 

8737. What other rumours were there in the market? 
— I heard none. 

8738. I thought you said that there were rumours about 
late dealings? — Oh. I thought we had covered that already. 

8739. I am asking you now?— Yes. Well, I certainly 
had heard that there had been late dealings. 

8740. Any names mentioned in connection with late 
dealings? — No. 

8741. Were they all concerned with Wedd & Owen, do 
you know, or were no names mentioned as to jobbers 
concerned? — I do not think any names were mentioned 
at all. Of course, the publication of Wedd & Owen’s 
letter naturally connected them prominently with the ques- 
tion. I did not hear any names mentioned. 

8742. Then apart from rumours as to dealings after 
hours and rumours as to Pember & Boyle coupled with 
the Royal Exchange you heard nothing else?— Other 
than the rumours of late dealings. 

Witness: My Lord, I wonder whether I might perhaps 
say something. I have been here some days and it is 
something that I am exercised about, if I might be 
allowed, with your Lordship’s permission, to try to put 
into perspective the question of the size of the deals. 

8743. Chairman : We have had a great deal of evidence 
about this. At the moment, the over-all picture is that 
there were no abnormal transactions or series of trans- 
actions over the days we are considering, in volume. What 
we are considering are individual deals, and that is why 
we wanted your help as to what people were saying in the 
market as to individual deals. On that, you cannot help 
us any more? — No, I cannot, because apart from anything 
else, I live up in my office most of the time and I do not 
really engage more than I can help in the exchange of 
gossip, and T certainly heard no more than I have told the 
Tribunal. 



(The Witness withdrew.) 



Mr. John David Riou Elkington. sworn 
Examined by Mr. Donaldson 
C Document 13.13.) 



8744. Is your name John David Riou Elkington? — Yes. 

8745. Do you live at Stoney Yarrows, Mayford, Woking, 
Surrey? — Yes. 

8746. And are you a partner in the firm of stockbrokers 
of Joseph Sebag and Company?— Yes. 

8747. Does your firm do much business in the gilt- 
edged market? — Quite large, yes. 

8748. Cast your mind back to the 18th September. Was 
your firm responsible for selling some £500,000 worth of 
Conversion 4 per cent, with two different jobbers, and 
were the clients on that occasion the Union Discount Co.? 
— They were. 

8749. I think half that amount was sold to Francis & 
Prideau and half to Bruce & Hinton? — Correct. 

8750. Are the Union Discount Co. regular clients of 
yours? — Very regular, yes. We are actually their official 
brokers. 



8751. Was there anything about that transaction which 
struck you as being in any way unusual?— Nothing at all. 

8752. On the following day, the 19th, at 10.30 you sold 
some £50,000 worth of British Equity 3 per cent. 1967/73, 
and the clients in that case were Guiness Mahon & Co.? 
—Yes. 

8753. Are they fairly regular clients of yours? — Fairly 
regular ; not as regular as the Union Discount, or any- 
where near. 

8754. Do you know anything about that transaction 
which would assist the Tribunal?— All I can say is that 
they bought that stock about 10 days previously. One of 
our dealers spoke to them in the morning and told them 
the market did not look too good and they decided to 
sell on the Thursday morning. 

8755. One of your dealers? — We have two dealers in 
the gilt-edged market. 
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8756. Did he get in touch with Gum ess Mahon or did 
Guiness Mahon get in touch with him? — He got in touch 
with Guiness Mahon. He rings them up regularly every 
morning to give them the market quotations. At that time 
he did that and he said the market looked a little easier 
and they decided to sell. 

8757. Was it a case of his suddenly ringing up Guiness 

Mahon or any other client to give them special informa- 
tion? — No it would be a normal routine call, always in 
the morning. . 

8758. You said the market was a little easier on the 
19th ; what had it been like earlier in the week? — Firm up 
to roughly mid-day on the Wednesday, and it turned rather 
easier from then onwards. 

8759. Have you formed any view as to why the market 
was easier from then onwards? — No, I think nothing 
which we have not heard here many a time, that the Chan- 
cellor was going to Washington. I think I said in my 
statement that there had been some talk of Bank rate 
all the week. 

8760. What talk about the Bank rate and by whom?— 

General talk, I would say, ir. the City. and the money 
market and the banks. It was one’s job, in a way, to look 
ahead and think of those things, and that was a week it 
could happen. . , . 

8761. What form did the talk take; was it speculation 
as to whether there would be a rise in the Bank rate, or 
was it speculation as to whether there was a need for a rise 
in the Bank rate?— I think a little bit of both, specula- 
tion as well there could be, and also speculation as to the 
Chancellor, who we know was going to Washington, as to 
what measures, if any, were going to be taken. If they 
were going to be taken, it must be that week. 

8762. Were you led, as a result of those words, to 
expect a rise? — I thought there was a chance. 

8763. Did you have any idea how much? — I certainly 
never dreamed of 7 per cent. 

8764. Casting your mind back, can you remember any 
particular individuals interesting themselves in Bank rate? 
— No, just the general run of people one sees and visits 
day in and day out. 

8765. Was there also discussion about restriction of 
credit in other ways? — Yes. There was a general dis- 
cussion as to what measures ; there was discussion even of 
devaluation, the possibility of that or revaluation. 

8766. What I think the Tribunal might like to know 
is whether as far as you knew, discussions were so to speak 
concentrating on the Bank rate or whether Bank rate 
was merely one facet?— No, I should say they were general 
discussions. 

8767. What is your firm’s attitude to dealing after- 
hours? — Well, we deal after-hours, but should a large 
order come through after the Stock Exchange has closed, 

1 would endeavour, unless there was any special reason, 
to advise the client to wait until ,the following morning ; 
but if there was an order going on which had been 
operating for some hours one would naturally, if one 
;ould, finish it. 

8768. Did you hear, on or after the 19th, of late deals 
on the 18th? — I did hear a few rumours, first of all, on 
the morning of the 19th, I think, when I came down to 
the Stock Exchange and one of our dealers said to me: 
“The market is rather easier. It is reputed some stock 
came in after-hours.” 

8769. Was there any suggestion that there was anything 
abnormal? — There was no suggestion of anything abnor- 

(The Witn. 



Riou Elkington 18th December 1957 

mal, just that some stock had come in and the market 
had turned easier. 

8770. What was your firm’s turnover as compared with 
a normal day, on the 18th and 19th? — Small. 

8771. There is one other matter about which you have 
made a supplementary statement {Document K. 2). Some 
evidence was given on Day 2 at page 4D by Mr. Ellis 
of the Daily Express. I will read .the paragraph to remind 
you in case you have not seen it or have forgotten it. 
he was asked by the Tribunal: “ (Q.) Lastly you say, 

‘ And in the City they are openly naming one of the big 
insurance companies as a heavy seller of gilt-edged in 
advance of the Bank rate change. Some of the sales were 
made through a “ Top hat ” firm of brokers, specialising 
in gilt-edged stocks.’ Where did that information come 
from?” and Mr. Ellis answered: “(A.) I met a leading 
stockbroker outside an office in the City — — ” and he gave 
your name as being the name of the leading stockbroker. 
“ (Q.) And you met in the City? (A.) We just chatted 
and talked about the gilt-edged market and the suggestion 
that there had been a leak. I said : 4 What did you hear? \ 
and he ’’—that is you— 44 did not actually say the words, but 
he put his thumb over his back pointing to an insurance 
office.” Do you remember meeting /Mr. Ellis on .this 
occasion? — Yes, I certainly do. 

8772. Would you tell the Tribunal what you said to 
him? — I would like to stress first, if I may, that when I 
met Mr. Ellis it was at least ten to twelve days after Bank 
rate. It could not have been before the week starting 
30th September, which I think was the Monday week after 
the Banik rate. I ran into Mr. 'Ellis somewhere in Cornhill. 
I .think I said in my statement at the comer of the Royal 
Exchange buildings. We met face to face as I went 
round it. He tackled me immediately and said : “ What 
about this Bank rate leak?” I said: “I did not think 
there had been one,” and we argued on that point for 
a little time. He .then discussed the gilt-edged market, or 
asked me about it, since Bank rate, and told me something 
about his visit to the United States and Canada, and then, 
towards the end, he said: “What about all this selling 
which I hear about?” I think I said again that I thought 
it was exaggerated. He said: “I think there must have 
been some,” and I did say: “Well, I am told that an 
insurance company did sell.” He aslked me which one. I 
did not reply, but I made a gesture something like that 
(demonstrating). 

8773. Throwing both hands up into the air? — Rather 
like that. I was standing at the time close to the Royal 
Exchange, but I did not intend to point at them or 
deliberately say it was them. 

8774. Was that in fact the insurance company that you 
had in mind? — It was, in fact, the insurance company, yes. 
By that time, as I say, it was nearly a fortnight after 
Bank rate. As Mr. Althaus has said, there had been 
various others which had been talked about rather a lot. 

8775. Did you see the short paragraph in the Daily 
Express based on this? — I did see it. 

8776. Did you connect it with your conversation at the 
time? — I did, I must admit. I had seen Mr. Ellis, I 
do not know which day it was, it might have been the 
day before or the day before that. 

8777. It was on the 2nd October. I was going to ask 
you about that because it might help you to fix the con- 
versation? — I think the conversation was early in the week, 
Monday or Tuesday, but I cannot be certain about that. 

Mr. Donaldson : The paragraph was on the 2nd October, 
and it is at page 41. 

•ss withdrew.) 



Mr. Thomas Frank Adams, sworn 
Examined by Mr. Winn 
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8778. You are Thomas Frank Adams? — Yes. 

8779. Of 177 Cranmer Court? — Yes. 

8780. You are senior partner in the firm of Morton & 
Adams, stock jobbers? — Yes. 

8781. We have told you to come here because we were 
told by a witness, Mr. Smale, this, on Day 2 at page 29. 
I was reading from some notes Mr. Smale had handed to 
me at E, and I said : “ It is not very easy, naturally, for 
me to follow these notes, but I do see here : “ Bank rate 
going up 7 per cent, blue button, much selling ’ ” and he 
confirmed that the words were “ blue button ”. Then I 
said: “ Meaning someone who is a member of the House? 
(A.) That is right. (Q.) I cannot read the next phrase, but 
it 'has against it Mr. Adams? (A.) Yes, that is right. 



(Q.) Is he another informant of yours? (A.) He is another 
gentleman I spoke to. (Q.) And these notes were written 
by you before the article was published, were they? (A.) 
That is right.” What do you remember at any time saying 
to Mr. Smale about Bank rate or rumours of changes in 
Bank rate? — I said to him on the evening of the 19th 
when he came into the office that I understood from my 
partner that he had had a conversation that morning with a 
blue button clerk — ■ — 

8782. Stop a moment to identify the people. Is your 
partner Mr. A. J. D. Eton? — Yes. 

8783. And was the conversation of which he had told 
you a conversation with a Mr. Telfer? — Yes. 
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8784. And he is a blue button clerk? — Yes. 

8785. What is a blue button clerk? Perhaps you would 
indulge my curiosity? — A blue button is a clerk who wears 
a blue button in his coat, who is attached to a firm, and 
who is allowed into the Stock Exchange but is not allowed 
to deal. 

8786. That is a sort of protective device against attack 
by members of the House? — Yes. 

8787. He was someone with whom your partner had a 
conversation which he 'then reported to you? — On the 
afternoon of the 19th my partner said to me after the 
Bank rate had been announced that a blue button boy 
had said to him that morning, or asked him his opinion 
as to whether there would be a rise in the Bank rate or 
not, and he told him that he considered it most unlikely. 

8788. Did your partner tell you with what firm the blue 
button boy was associated? — At that time, no, but after 
I had seen Mr. Smale that evening I realised I had used 
the words “ 7 per cent." and I thought I must have got 
that wrong. On the next day I asked my partner exactly 
what had been said and who had said it. 

8789. I think you must have misheard me. It is my 
fault. There are two quite separate matters. First of all, 
T asked you with what firm was Mr. Telfer associated? — 
He is with Sebags. 

8790. Sebags the brokers? — Yes. 

8791. Secondly, you were going on to say that you had 
told Mr. Smale, when attempting to repeat Mr. Eton’s 
report of the conversation, that it included a prophecy 
that Bank rate was going up to 7 per cent.? — Yes, that is 
correct. 

8792. Subsequently, you were answering whether that 
was in fact part of what Mr. Eton had told you? — Yes. 

8793. You checked back with Mr. Eton? — Next 
morning. 

8794. With what result?— He told me that nothing of 
the sort had been said ; that Mr. Telfer had merely said 
to him : “ What are your views about the Bank rate 
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going up?” No percentage of 7 or 6 or any other had 
been mentioned. 

8795. I suppose 7 was very much the numeral in your 
mind? — That is correct. We had been talking of nothing 
but that all the afternoon. 

8796. Did you take an opportunity of correcting to 
Mr. Smale that misinformation?— I think when he came 
into the office probably some time the next week, when 
he next came, I told him that what I had said about the 
7 per cent, was incorrect. 

8797. Did you tell Mr. Smale at any time whether you 
thought there had been a leak? — I think that when he 
talked about it in the office we told him that it was our 
personal opinion that there had not been a leak. 

8798. Do you clearly remember telling him that? — Yes. 

8799. On the evening of the 19th or when? — Well, my 
partner did not, on the evening of the 19th, stay in the 
office all the time ; he was answering the telephones, but 
he did talk to Mr. Smale before he went, and told him 
that it was his opinion that there had been no leak. 

8800. Did you also say that that was your own opinion? 
— I said I had no ground for saying one way or the other, 
but I should have been very surprised if there had been a 
leak. We certainly had not seen any sign of it in our 
market. 

8801. I want you to be definite about this, because 
Mr. Smale’s evidence was in effect and substance that he 
spoke to another broker whom we shall be calling, Mr. 
Esmond Durlacher of Durlacher & Co., and that he had 
confirmed the view, i.e. had said he thought there was a 
leak, and presumably a leak in the Bank rale, though he 
did not use those particular words. Then, just after the 
reference to Mr. Durlacher came the reference to your- 
self, Mr. Adams. So, in so far as there is any implica- 
tion that you had said you thought there was a leak, you 
negative that, do you? — Yes. 

8802. What was your experience of the day, so far as 
you remember it? Was there anything abnormal to you? 
— There was nothing abnormal at all in our market. 



Mr. Thomas Frank Adams 



(The Witness withdrew.) 



Mr. Esmond Otto Durlacher, sworn 
Examined by Mr. Winn 
( Document B. 37) 



8803. Is your name Esmond Otto Durlacher? — Yes. 

8804. Do you live at Queens Gate Lodge, Elvaston 
Place? — Y es. 

8805. And are you senior partner in the firm of 
Durlacher, Godson & Co., stock jobbers? — Yes. 

8806. Do your firm deal only in the industrial market 
and not in the gilt-edged market? — Y es. 

8807. Have you had read over to you certain remarks 
which were made by Mr. Smale in evidence?— Yes. 

8808. I will refer to them in a moment. First, let me 
ask you this. Do you remember a meeting with Mr. Smale 
at all? — Very little, but I accept it. 

8809. You accept that there must have been such a 
meeting, but you have no impression of it, no memory 
now of it? — I have tried very hard and T think I have 
some vague recollection. 

8810. What is the content of your memory about it?— 
That, as I think I said in my statement, if I had seen 
Mr. Smale— and I do accept that— although a great deal 
of what I might have said then may be coloured by what 
I think now— I will do my best to recollect accurately 
what I said— I would think what I probably said was, 
in effect, that : “ I think there is enough disquiet in the 
City”— that is, of course, that narrow part of the City 
which I see — “ to have an enquiry, and I think that that 
will make them quite certain of what I believe to be true, 
and that is that those in authority have done nothing 
wrong in this afFair.” 

8811. “Those in authority had done nothing wrong, 
is that the phrase that you used?— That is the phrase 
that would come into my mind. I think I used some 
such phrase in my statement. 

8812. Perhaps I misheard you, in which case let us get 
rid of the difficulty. Did you just say that you were 
sure .the result would he to show that those in authority 
had done nothing wrong?— Well, as I said, it is difficult 
to remember more than three months ago when I still 
do not have any clear recollection of this meeting. 

8813. I am sure the fault is entirely mine, but what 
does the phrase “ those in authority ” mean?— To me it 



means those who held positions of great responsibility and 
who have, as they must have inevitably, information 
which can only be used in very special circumstances, 
certainly information which cannot be used to anybody 
else’s detriment or to their own advantage, if that is 
possible. 

8814. So you had in mind certain prominent men in 
the City who occupy such positions as might give rise 
to a conflict of duty? — I think that would be a fair 
summing-up. I do not know whether I thought of that 
at the time. 

8815. In particular, I suppose, directors of the Bank of 
England? — I would certainly think so now. 

8816. At the time were you minded to think that there 
should be an investigation — I suppose you meant by the 
Council of the Stock Exchange? — Well, sir, unfortunately, 
I must repeat, I remember so little of this interview that 
I do not remember what sort of question I was answering. 
I do not remember, I would not know, Mr. Smale if I 
saw him again. To the best of my knowledge and belief 
I had never seen him before. 

8817. He is one of those people that one hears from 
rather than notices their presence. You were thinking of 
an investigation? — I think probably it is true that those 
thoughts were put into my mind by what happened sub- 
sequently and by the behaviour of Mr. Ellis and Mr. Dale, 
No. 2 in the list. I think that is possible. 

8818. An investigation by whom, by the Stock 
Exchange? — I do not remember what Mr. Smale suggested. 

8819. In your own statement you say: “I may have 
given him the impression or may even have said that 
there appeared to be grounds for an investigation, which 
is in fact how I felt ”? — Yes. 

8820. An investigation by whom? — I am sorry to say 
I do not remember what body, what authoritative body, 
would have been in my mind. I imagine the Council 
of the Stock Exchange. 

8821. Did you say to Mr. Smale or to this man who 
may have been Mr. Smale that you thought there had 
been inspired selling?— -Well, I do not remember. If I 
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said that, I would have only been — I do not know when 
this interview took place ; can I be reminded of that? 

8822. We cannot be very definite about that. It is 
said to have been before the article was written which 
appeared on the 28th September, so that it was some time 
between the 18th and 28th? — Can I therefore suggest — 
again I am only relying on my memory — that I was choos- 
ing a word from someone who was surely in a much 
better position to speak in that way, to use the word 
“ inspired ”, and that was in the leading article in The 
Times. 

8823. I am sorry, I must be failing entirely to convey 
my meaning to you. I asked you whether you used to 
this journalist the expression “inspired selling”? — I am 
sorry, I cannot remember. 

8824. That is the answer then? — I see. 

8825. You cannoit remember whether or not you did 
use it? — No, I have no idea. 

8826. If you used it, what would you have meant it to 
mean? — Well, if the timing was such that I had read 
the leading article in The Times, I think I would have 
meant it to mean exactly what that article seemed to 
mean to me. 

8827. What was that? — Well, I have subsequently looked 
up the word in the dictionary. I am not sure now that 
I know what it does mean. 

8828. I am sure you are trying to be as helpful as you 
can? — Yes, I am. 

8829. And that the periphrastic form of conveying your 

information is not intentionally adopted. Would you tell 
me now whether you think that anybody, before the Bank 
rate rise was announced, had prior knowledge which 
enabled him to deal to his benefit? — Is this 

8830. Would you answer the question? — I am sorry, 
but I did not quite hear. If there was any knowledge . . .? 

8831. Of a rise in the Bank rate? — The answer is No. 

8832. All that you have seen or learned by enquiry in 
the Stock Exchange leads you to give a negative answer 
to that question? — Yes. 

8833. You have no reason to suppose that anybody 
dealt on the Stock Exchange particularly in the gilt-edged 
market, on the 18th or the morning of the 19th, with 
knowledge that a Bank rate rise was coming? — Is it Yes 
or No. The same answer as before, I am not sure. 

8834. 1 think it is : “ Yes, I have no knowledge ”? — 
Yes, I have no knowledge. 

8835. The other reference is at page 29 and it really 
comes to the same effect : “ I spoke to Esmond Durlacher. 
He said that he thought there was a leak of the coming 
change in Bank rate. I had already told him of the 
inspired selling and he said that he was certain that there 
was a leak of the information of a Bank rate ” ; is that 
right? — This is correct so far as I recollect saying it, but 
1 cannot recollect it. 

Chairman'. We 'have every sympathy with you. You 
may not recollect what you said, but you may be able 
to remember what your frame of mind was at the time. 
Try and put your imind back to those early days and see 
if what Mr. Winn is putting to you would fairly express 
your view at that time. Never mind Mr. Smale or whether 
• you spoke to him. 

8836. Mr. Winn: Putting it simply, you are unlikely 
to have said something you did not really think ; is that 
not right? — Yes, I accept that. 

8837. We can assume, Itherefore, that you would not 
have said it unless you thought it. Did you at the time 
think that there had been a leak of the coming change 
of the Bank rate?— Three months ago — it is very difficult. 

Mr. Veale : I cannot hear. 

8838. Mr. Winn: It is three months ago,” the witness 
said first? — I am sorry. The answer is Yes. 

8839. You did at that time think that there had been 
a leak of information that the Bank rate was going to be 
raised? — Yes. 

8840. Please do not be ashamed of it. You are entitled 
to your opinion, obviously. I am only trying to find out 
whether that was at the time your opinion. Can you 
remember when you came to that conclusion in your own 
mind? Was it before the announcement of the change in 
the Bank rate or after? — No, after. 

8841. Was it, do you think, the same day or sub- 
sequently? — I would have thought subsequently. 

8842. I do want you to try and help as much as you 
can. Was that opinion of yours formed solely by reason- 
ing with yourself or based partly on opinions expressed 
to you by other people? — Based on the opinions which 



I had heard expressed by other people and on the general 
behaviour of .the market which I was then told about, the 
gilt-edged market of the previous evening, which seemed 
to me to be unusual. 

8843. What elements of change or what manifestations 
in the gilt-edged market seemed to you to indicate such a 
leak?— First of all I had heard on the Thursday, I would 
say on the Thursday afternoon, something which I had 
never heard of before in my experience, and I do not 
know whether it is true now or not, that was that a 
leading gilt-edged stock jobber had closed his book at a 
fairly early hour after hours. I was given the impression 
that it was somewhere around 4.15 or 4 o’clock. 

8844. You say that is a unique occurrence? — That I 
would not know, because I do not know enough about the 
gilt-edged market, but it appeared to me to be very 
unusual. 

8845. I think it was Francis & Praed who. told us that. 
At any rate, whichever jobber it was you thought that 
was significant? — Yes. 

8846. What else seemed to you to be significant?— I 
would say that I heard indirectly— and I wish I could 
remember from whom — that there had been this disquiet, 
and distress I do not think would 'be too strong a word, 
in the gilt-edged market at big losses that they had sus- 
tained, but I do not think that I would have known that 
until the Friday, but I would not be sure. 

8847. Was the conclusion that you formed formed before 
Wedd & Owen’s circular of the 24th, that was the following 
week? — I would have said before. 

8848. By distress you mean that jobbers were left with 
their books loaded with gilt-edged stock on which they 
took a loss?— Yes. 

8849. Did any particular jobber tell you of any particu- 
lar deal which appeared to 'him to be suspicious? — No. 

8850. Those are two factors, are they not, which you 
took into account in forming your opinion? — Yes. 

8851. Is there anything else -that you now remember, 
that seemed to you to be persuasive to the conclusion 
that you formed?— Well, sir, I can remember thinking 
that if Mr. Whitmore were able to write as he did, and 
realising that his article must have been written some time 
probably fairly early ithe previous afternoon, to enable 
him to contact those people to whom he did not, I imagine, 
necessarily speak, I would think that I did think — I think 
this was in my thoughts — that there must have been a 
large number of other people who at least knew that the 
Chancellor was going to make a statement, that such a 
statement would, I would have thought, quite naturally 
include, or could quite possibly include a statement of the 
Bank rate, although it might be guess-work, but at least 
he was going to make, a statement and that knowledge, I 
thought from what I had heard, was known to a number 
of .people in the City, certainly as early as the Wednesday 
morning. 

8852. Wednesday morning or Thursday morning?— 
Wednesday morning. 

8853. Do you really mean Wednesday, because we have 
been told that the market remained very firm through the 
morning of Wednesday, well into the afternoon? — I am 
sorry, I was not thinking of the market, I was thinking 
that there must have been a number of 'people in the City 
of London who knew as early as the Wednesday morning 
that a statement would be made. 

8854. That a statement would be made, but you are not 
suggesting a number of people knew on the Wednesday 
morning that that statement would include an announce- 
ment of a change of Bank rate? — No. It did not occur 
to me. 

8855. Those are really the three things, are they? Do 
you recall anything else that was in your mind? — Well, 
as I think I said in my statement, City chatter, I think 
that was the expression I used. 

8856. Articles in the newspapers and general chatter in 
City circles, not of any specific knowledge. I am very 
much obliged to you. That is all I was trying to get you 
to do, to help us by telling us what was your state of 
mind at the time. Have you since then learnt or heard 
•of any other single thing which tends to confirm you in, 
or on the other hand, tends to make you abandon the 
opinion that you held at the time, namely, do you now 
think there was a leak or not? — Sir, I think there was a 
leak as to the fact that the Chancellor was going to make 
a statement. 

8857. About what? — I do not know. 

8858. But have you any reason today to confirm you 
in your former opinion, that improper knowledge was 
held and used of the coming rise in the Bank rate? — No. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



18th December 1957 Mr. Esmond OttoJDurlachbr 233 

‘ By The Tribunal 

8859. Chairman-. Tell me a little more about the City F.G. Index was, at that time, over 200 which did not 



-------- — was one or tne things which led you to 

think that there might have been a leak. You are in the 
industrial market? — Yes. 

8860. Not the gilt-edged market? — No. 

8861. What was the City chatter that influenced you? — 

I wish I could remember. I am afraid I do hear a great 
deal of talk on many occasions, on many subjects, and 
I am afraid I may leap to conclusions and draw evidence 
from such conclusions rashly, but I have to 

8862. You see, a leak involves, I suppose, somebody 
knowing something which they ought not to know and 
making use of it, and it is a pretty drastic statement to 
be made? — Yes, I understand that. 

8863. Who was it who, it iwas being said, or rumoured, 
knew something and had made use of it?— I do not know 
anybody who specifically stated to me that they had 
reason to believe that there had been information at their 
disposal which was used improperly. 

8864. But did you never hear any name mentioned? — 
Oh, not until very much later, and a lot of people knew 
before I, Lazards had been mentioned and an insurance 
company. I did not hear anything about that for a very 
long time. 

8865. Then you said, almost at the end, in answer to 
Mr. Winn, that you were still of opinion that there had 
been a leak, but a leak of the fact that the Chancellor 
was going to make a statement? — Yes, I think that is 
very possible. 

8866. I am not certain that I follow you. Everybody 
knew and could not help knowing that the Chancellor 
was going to Washington? — Yes. 

8867. And it would not require any special information, 

would it, for the market to realise that before he faced 
the Internet, ional Monetary Fund, he would have to make 
some pronouncement here? — I appreciate that now. I 
am sorry to say that 

8868. That is right, is it not? — I did not hear anybody 
mention it and say “ We had better be careful in our 
business.” That is just the sort of situation which we 
have to try and be very careful to expect, and if I had 
for a moment thought that the Chancellor, if I had known 
the Chancellor was going to make an important statement 
before he went to Washington, I must say I would have 
taken it for granted that it would have been one of great 
seriousness. I personally thought he was more likely to 
make a statement on his return. 

8869. But jt was a period of crisis — everybody realised, 
whatever department of the City he was in, that it was a 
time of crisis? — 1 did not get the impression of crisis. I 
would have .thought that prices, especially in the gilt-edged 
market, were remarkably steady. 

8870. But the economic situation in the country and 
the pressure on the pound had produced a state of crisis 
in the country? — I am sorry, I am trying hard to give my 
impression of how I felt at that time, and I think the 

{The Witn 



suggest to me that we actually were in such a time of 
crisis. I think the F.G. Index had never been higher 
than 220, and that was a very short time before. There 
had been, I suggest most diffidently, a small fall com- 
parably with what did occur, and it was very soon made 
obvious to us that it .was necessary to do this. 

8871. So that it comes to this, does it, that your com- 
plaint is, that you think some people must have known 
that the Chancellor was going to make some serious 
statement, not about the Bank rate, but a general state- 
ment? — Yes. 

8872. And that that knowledge enabled them to have 
certain dealings in the market to their advantage?— My 
Lord, may I say .that I think that is unlikely. I think — 
this is only what I think — that they did not do that. 
They dealt in the ordinary way as they would have dealt, 
having made their plan, as I think the previous witness 
said. But what I think may have happened — and I have 
not heard it as yet suggested — is that those who might 
have 'been natural buyers of the stock, were no longer 
buyers and were merely waiting to see what might happen, 
which was quite natural. 

8873. They stood off? — They just stood off and by the 
word “ leak ” I have had to use because I have not been 
allowed to use any other, I did mean really that it was 
just that. 

8874. We have been told — or at any rate it is my 
impression — that a number of people ceased to buy, and 
it became rather a stagnant and very sensitive overloaded 
market with people no longer buying because of the 
general knowledge that the Chancellor was going to 
Washington, and that there had been comings and goings 
in Downing Street, and that something was going to 
happen? — That is very likely so in the gilt-edged market. 
I do not know the gilt-edged market, but in my market 
I do not think that would have been completely true. 
I think that we would have taken quite reasonable deals 
of a fair size with the expectation of being able to undo 
that business the next day, regardless of the fact that we 
knew the Chancellor was going. We did not expect him 
to make a statement of some seriousness, a serious state- 
ment, as it would have to be. If we had all thought 
that, I do not think the market would have been as 
steady as it was. 

8875. So far as your market is concerned, there was no 
heavy selling, I gather, but rather an absence of buyers? 
—An absence of buyers. 

8876. Mr. Milner Holland: Would you say that if we 
were to assume a man, not perhaps a very honest man, 
who had prior knowledge that the Chancellor was going 
to make this statement, he could have done some suitable 
deals in your market to allow for that? — Certainly. 

8877. So far as your evidence goes, you do not think 
that happened in your market? — I have not seen anything 
of it. 

t withdrew .) 



Mr. Thomas Ethelbert Anstead, sworn 
Examined by Mr. Donaldson 
{Statement H. 14) 



8878. Are your full names Thomas Ethelbert Anstead, 
and do you live at Islip, Bedford Avenue, Woolston, near 
Southampton ? — Y es 

8879. Are you a .trustee of the London United District 
of the Ancient Order of Foresters?— I am a member of 
the Investment Committee. 

8880. Forgive me ; I thought that to be a member of 
the Investment Committee, you had to be a trustee? — 
No. There are four .trustees who, of course, continue in 
office at the will of .the ordinary district meetings, and 
there are four members of the Investment Committee who 
are elected for a term of four years. 

8881. I do not think we need go into the exact details 
of the constitution, but the fact is that you are a member 
of the Investment Committee of that frienduy society?— 
Yes. 

8882. In September, leaving aside the date for the 
moment, you went with your brother ito view some 
property at Southbourne? — Yes. 

8883. Which your brother was contemplating buying, 
and which was something of the order of £4,000, no very 
large sum, and had the question arisen whether the 
friendly society might be able to assist him with a 



mortgage? — No. 1 do not suppose I had seen my brother 
for about four or five years, and he did not give me 
much information, in the letter. In the train he men- 
tioned that it was £4,500, but I thought it was a great 
deal. lit was something altogether different to what I 
had heard from my sister, which she had been on the 
look-out for, for several years. I do not suppose he 
was awaie that I was on this Investment Committee until 
my sister told him. Then I thought he might be thinking 
that I might be able to assist him that way, and I thought 
I would just let ham know straight away that we were 
not in a position to do so. 

8884. May I take it that you did let him know you 
could not assist? — Yes. 

8885. Did you give him any reason as to why you could 
not assist? — Yes. 

8886. What was that reason? — First of all, that, of 

course, my father was Secretary of the Court of the 
Foresters 

8887. I think we can take it very shortly? — The point 
is that we were all at home together and, in years gone 
by, my brother knew all about the Forestry and, of 
course, he wondered how on earth the Twickenham 
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Foresters had got all itihis money, so of course I had to 
■tell him it was the district. 

8888. We are only concerned with a very small point 
arising out of this family transaction, and that is this: 
that you told your brother, did you not, that there had 
been a meeting of the trustees or the Investment Com- 
mittee two days .before, at wibioh iit had been decided 
to make no further or very few further advances on house 
property? — Yes. 

8889. And that that decision had been reached by the 
friendly society in view of the rise in the Bank rate? — 
Yes, as we had previously been working on an overdraft. 

8890. It has been suggested to the Tribunal, somewhat 
indirectly, that you, in fact, talked to your brother on, 
I think, Friday, 20th September, and, therefore, it would 
follow that the friendly society were considering .the effect 
of the rise in Bank rate on Wednesday the 18th Septem- 
ber? — Yes. 

8891. Have you checked the dates on which you talked 
to your brother? — Yes. 

By The 

8899. Mr. Veale : Oan I summarise your evidence in 
this way, Mr. Anstead, that any suggestion that you had 
any knowledge about Bank rate before it was put up is 
absolute rubbish? — Yes. 

(The Witne 
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8892. I think you keep a diary, do you not? — Yes, I do. 

8893. We do not want to know the full details of it, 
but just tell the Tribunal what was the date according 
to your diary? — The date according to a letter which 1 
sent was the 26th September, that is on the Thursday 
when we went to Southbourne. 

8894. So what was the date of the meeting of the 
Friendly Society? — The meeting of the Friendly Society 
was on Tuesday the 24th. 

8895. Was that a meeting which you yourself attended? 

— No ; I did a routine inspection in the morning together 
with our senior Trustees 

8896. I do not think we want to know all you did on 
•that day. You heard about the meeting? — Yes, I knew 
about the meeting. 

8897. Did you yourself have any knowledge of the 
rise in Bank rate before it was publioly announced? — 
None. 

8898. So far as you are aware, did any member of the 
Friendly Society have any knowledge? — No, none at all. 

Tribunal 

8900. And it can only arise because some stupid person 
has made a mistake about the dates ; is 'that a fair 
summary? — Yes, I know for certain it was on the 26th 
and I was not travelling at all on the 2(Xth. 

ss withdrew.) 



Mr. Donaldson: I call Mr. Sparkes. Mr. Donaldson: I am obliged, my Lord. I will call 

Chairman: I do not think we need carry this episode Mr. S. W. Alexander, who deals with a slightly different 
any further, Mr. Donaldson. topic. 



Mr. Stanley Walter Alexander, sworn 
Examined by Mr. Donaldson 
( Document F.8) 



8901. Is your full name Stanley Walter Alexander? — 
Yes. 

8902. Do you live at 31, Avenue Mansions, Finchley 
Road, London? — Yes. 

8903. Are you the owner of Alexander Publications 
Lltd. and editor of a newspaper known as the City Press ? 
—Yes. 

8904. That is a weekly newspaper circulating in the 
City of London? — Yes. 

8905. Have you had that newspaper since January, 
1951?— Yes. 

8906. And prior to that were you the City Editor of 
the Daily Express and various other associated newspapers 
for approximately 30 years? — Yes. 

8907. Did you acquire the City Press for the purpose 
of advocating, as you put it in your statement, a policy 
of sound money and free trade? — Yes, precisely. 

8908. Did you write an article which appeared in your 
newspaper on Friday, 13 th September, which read as 
follows: “The strain on the sterling exchange, though it 
has abated, is not yet over, that too must make for a con- 
tinuance of high money rates. It is possible in fact 
that we may shortly see a state of affairs where a rise 
in the bank rate is almost a necessity. Doubtless we 
shall hear the familiar cries from the spendthrifts and 
socialists about the increasing cost of the National Debt, 
but the facts only serve to emphasise the need for the 
Government to cut down expenditure, sell off assets which 
it should not hold in any case, and repay debt rather than 
increase it. In our opinion it is high time the Govern- 
ment came out without compromise and told the nation 
that no more .paper money will be made available and 
we have to make do with what we have”. You wrote 
that? — Yes. 

8909. Was that based on hope or information? — 
Certainly not on information. I have taken the view for 
many years that owing to the over-expenditure there was 
a tremendous decline in the volume of capital in the 
country, and so long as the Capital Issues Committee 
exists — it was formed to divide up the volume of capital 



amongst the people — that was evidence that the shortage 
was very serious ; and when it was agreed that applica- 
tions for anything in excess of £10,000 should go to the 
Capital Issues Committee that was an absolutely definite 
assurance that something had to be done to cause a 
re-accumulation of capital, and the only thing that can be 
done is to increase Bank rate. 

8910. This article was intended to express that view 
and no more? — That is so. 

8911. Was the actual amount of the rise a surprise to 

you? — Well, I had been talking of money rates rising 
from 7 to 10 per cent., and the actual event was a surprise ; 
in fact I was at Crewe Station 

8912. Was it a surprise as to jits timing or as to its 
amount? — Well, I knew it must happen in the near future, 
because this was a period of the year when there is usually 
the greatest strain on sterling in any case, and therefore 
it should go up in any case under the circumstances 
prevailing. 

8913. You yourself, I .think, at the time of the increase 
of Bank rate were the owner of a holding of £5,000 worth 
of 2{ per cent. Serial Funding Stock 1957? — That is quite 
right. 

8914. And you did not sell that, it was in fact repaid 
to you on the 14th November? — Quite so. 

8915. Did you own any other Gilt-edged security? — No, 
none at all. 

8916. Have you had any dealings at about that time? 
— I should not think so, certainly not in Gilt-edged stocks. 

8917. I mean dealings in Gilt-edged stocks? — No, 
certainly not. 

8918. If I might turn to another matter and deal with 
it fairly shortly, it has been suggested somewhat indirectly 
that an employee or former employee of yours, a gentle- 
man by the name of Osborne, who is now dead, may have 
overheard two Japanese gentlemen discussing the rise in 
Bank rate before it was in fact publicly announced ; and 
the only reason why I trouble you with this particular 
aspect at this Inquiry is that it was further suggested that 
he reported this to you. Did he? — That is the first I 
have heard of it. 



(The Witness withdrew .) 
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Mr. Andrew Alexander, sworn. 
Examined by Mr. Donaldson 
( Document F. 9.) 



8919. Your names are Andrew Alexander? — Yes. 

8920. You also live at 31, Avenue Mansions, Finchley 
Road, London? — Yes. 

8921. You are a Director of Alexander Publications 
Ltd., and I think you are responsible in particular for the 
advertising that appears in the City Press ? — That is 
right. 

8922. And as such you were responsible for engaging 

and interviewing Mr. Osborne, one of whose functions 
was to get advertisements for the City Press ? — The 
position was that he came to us 

8923. Is that right? — It is not quite correct. 



8924. Then will you correct it? — The position was that 
he came to us and said he could bring us some business ; 
he was not in the first place taken on, he olfered us some 
business and we took it. 

8925. He was taken on eventually? — He was taken on 
eventually but I did not take him on. 

8926. And eventually he ceased to be an employee of 
your Company? — That is true. 

8927. Between those times or at any other lime did 
Mr. Osborne ever come to you and report any knowledge 
that he may have had or thought lie had as to there 
being a leak of information concerning Bank rate? — No, 
not at all. 



By The Tribunal 



8928. Chairman : Did Mr. Osborne speak Japanese, do 
you know? — Well, this is a question I have been asked 
since. It was not a thing I was able to test him on. We 
have never heard him actually address dn Japanese any 
Fapanese, nor, I think, have we really any indication 
that he could. He did say definitely when he came to us 
that he had been in Japan and that he could make himself 
understood. 



8929. Did he have any Japanese friends in London? — 
I do not know whether they were friends or not ; we 
had nothing to indicate that. 

8930. Business connections? — Certainly he brought us 
Japanese business, a very small amount, but he did bring 
us some, and I assume that he must have known something 
about it ; I put it at that and no more than that. 

8931. At any rate, he never told you anything he had 
overheard about the Bank rate? — No, I am afraid not. 



(The Witness withdrew .) 



Mr. Arthur William Trinder, sworn 
Examined by Mr. Donaldson 
(Document H. 9.) 



8932. Are your names Arthur William Trinder? — Yes. 

8933. Are you Manager of the Union Discount Com- 
pany? — Yes. 

8934. Of which the Chairman is Mr. David Robarts, 
who has already given evidence? — He is not my Chairman, 
my Chairman is Lord Kennet. 

8935. Is 'Mr. Robarts himself connected with the Union 
Discount Company? — He is a Director. 

8936. But not the Chairman? — Not the Chairman. 

8937. Was he at one time Chairman? — At one time he 
was Deputy Chairman, and other things happened ; he is 
just an ordinary Director now. 

8938. It is a mistake no doubt in the statement which 
you gave. You see Mr. Robarts, do you, once a fortnight? 
— Yes. 

8939. At Board meetings, on Thursdays in the morning? 
— The first and third Thursdays of each month. 

8940. In the morning about half past 11? — 11.30 on 
Thursday. 

8941. Do you normally talk with Mr. Robarts at any 
lime other than Board meetings about the business of 
the Company? — I will say very rarely, I do not want to 
say “ Never ”, because Mr. Robarts is an ordinary 
Director. Special affairs I want to talk about. I talk to 
my Chairman. 

8942. Do you remember during the first half of 
September of this year any discussion at all with Mr. 
Robarts about general economic trends or the general 
economic situation? — Nothing except that probably on 
the Board meeting of the 5th Mr. Robarts was there, and 
in a business like mine these things are discussed at every 
Board meeting. 

8943. Did you know that in the period immediately 
preceding the 19th September when Bank rate changed 
Mr. Robarts had been having discussions with the Chan- 
cellor of the Exchequer?— I think I do, yes, but it is very 
difficult to pick the exact date that I knew that. 

8944. I wondered if you could remember whether you 
knew at the time when those discussions were taking 
place? — No, I certainly did not know until afterwards. 

8945. Did he ever tell you himself that he had seen 
the Chancellor? — He did not tell me. 

8946. But you had heard, had you, of some meeting 
between the Chancellor and representatives of the Clearing 
Banks?— I have heard that, yes. These things are in the 
Press at certain times ; whether I read them, whether I 
heard them, I am not sure. 

8947. Did you expect the Bank rate to change yourself? 
— I thought it very probable the Bank rate would go up, 
yes. 



8948. On what did you base that estimate yourself? 
— Well, first of all everybody knew the position of 
sterling ; I am talking about things that everybody could 
know. Everybody knew that there was a drain on the 
gold and dollar reserves. I met a lot of people who spoke 
to me about devaluation — I am talking about foreigners 
mostly now — and they had made up their minds we were 
going to devalue. We had said, or I think the Chancellor 
had said or somebody had said that we would not devalue. 
Therefore we had to do something about it. Over the 
week-end I had read, as a matter of fact, Mr. Alexander’s 
paper, but that appeared, I think, on the Friday or 
Saturday ; but Mr. Alexander always writes that way. On 
the Monday morning in the News Chronicle there was an 
article on the front page which is important' : “ Smashing 
blows to defend the £”. This was on the Monday of 
that week. My Company is the largest day-to-day trader 
in London. I run a big book, and the Bank rate is more 
or less the thing that I stand or fall by. 

8949. It is of vital importance to your business? — And 

if I am wrong I certainly lose a lot of money, and if I 
am really wrong I could become insolvent or my Company 
could, but fortunately that has not happened. So a 2 per 
cent, rise in Bank rate when it turned up on the Thursday 
was a bad blow for me. I did not think the Bank rate 
would go to 7 ; I thought the Bank rate could rise. I 
knew the Chancellor was going to Washington on the 
Friday, and he would have to say something before he 
got there, I thought, make some sort of statement ; and 
a general deduction — this is my business, you see, I am 
paid to do this 

8950. You are paid to take an informed view on all 
that you can observe to guide you to an appreciation ; is 
that right? — Yes. 

8951. And you thought that very likely the measures 
which had to be adopted would include some measure of 
Bank rate assistance? — Every monetary measure to defend 
the £, or practically every one, the Bank rate has been 
part of it. 

8952. There is a little more .1 want to ask you about 
the actual dealings of your Company, quite a separate 
matter from your appreciation, and that is this. What 
is the normal turnover of the Union Discount Company, 
for example your weekly average turnover of bills in 
1956, was that rather more than £88 million? — That is the 
figure, the weekly turnover, yes. 

8953. And the weekly average turnover of stock — would 
that mean gilt-edged stock? — Yes, I do not deal in any- 
thing else. 
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8954. Was that some £31| million a week? — That is so. 

8955. So it is against that background of quantity that 
we must look at your dealings in September of this year. 
Is it right that between the 12th September and noon on 
the 19th the turnover of your Company in gilt-edged stock 
was that you bought £1,900,000 and sold £3£ million, I 
think?— Yes, I think it is £3j- million. 

8956. So you sold about £3£ million and bought about 
£2 million in round figures? — Yes. 

8957. The following week, the week beginning noon on 
the 19th and running to the 26th, was your turnover rather 
larger in that you bought about £3 million and sold about 
£12 million? — That is so. 

8958. Were all those transactions undertaken in the 
ordinary course of business and for business motives? — 
Entirely. 

8959. Was it necessary for you to find some money at 
that time, on the 17th and 18th September? — No, not 
particularly, but I had a bond book of £80 million or 
£85 million and you must trade from day to day ; and 
these transactions — I am not trying to be vainglorious 
about it — you would not notice them, they are ordinary 
everyday affairs. 

•8960. They are very small in proportion to your 
business? — Yes. 

( Adjourned for a short time.) 

8961. (Mr. Winn): When the Tribunal adjourned I 
was going ito ask you abouit your seeing the Deputy 
Governor of the Bank of England on the 26th September. 

I think you did, did you not? — I did. 

8962. Were you then deputising for Sir Anthony 
McNaghten, who is Chairman of the London Discount 
Market Association? — Yes, that is right 

8963. Did you sign a letter dated 27th September 
addressed to the Governor of the Bank of England? — I 
did. 

8964. Have you by any chance a copy of that letter? — I 
do not think I have with me. I will look, if I may. No 
— but I know broadly what is in it. 

8965. You did not perhaps have one to give to the 
Treasury Solicitor? — I thought we gave him one. 

8966. We will see if we can find one. In that letter 
did you say that it appeared to you extremely improbable 
that there could have been any form of leakage of infor- 
mation? — I did, yes. 

8967. Was that your honest opinion at ithe time? — It 
was my honest opinion at the time, and it was based on 
the fact that from what I could hear — I did not go specially 
to the Bank of England to tell them about anything, it 
was on a routine visit that I had gone — the amounts I 
had heard mentioned did not seem to me of any particular 
importance. 

8968. Had the Governor asked you, or the Deputy 
Governor asked you, to write any such letter? — Yes. I 
was asked to put in writing the thing I said the day 
before. 

8969. And you would be referring, would you not, 
specifically to the discount market? — No, I think the gilt- 
edged market as a whole. 

(Mr. Winn): I am told your Lordship should have a 
copy of ithis letter. It just happens that I have not got 
one myself, and I am afraid I therefore cannot give you 
the reference number. It should be with Mr. Trinder’s 
statement, which is Document H.9. 

(Chairman) : I do not think we have. 

(Mr. Winn): I am sorry, then I was misinformed. I 
have never seen it. and I do not know what the letter 
is, but a search is being made for a copy. 

8970. Is that still today your opinion, that you know 
of no indication that there was any leakage of Bank 
rate information? — No, I did not know then. I do not 
know now, of any leakage. 

8971. Or any evidence other than the matters already 
disclosed to the Tribunal, which would raise an inference 
of any such leakage of information? — No. The things I 
read in the newspapers last week I had no knowledge of 
until I read them. I was only giving a broad idea of the 
volume of transactions on one day from what I had 
heard ; that was all. 

8972. I think you recall, do you, lunching on the 4th 
October of this year with Mr. Addison, who has given 
evidence? — I lunched in the private luncheon room of 
a bank, and Mr. Addison was there. 

8973. It was the Commercial Bank of Scotland, and 
Mr. Addison was present? — Yes. 

8974. Do you remember whether in the general con- 
versation at that luncheon you mentioned Bank rate? — 
I probably did. I will say I did in fact. It is the sort 



of thing one gossips about immediately after it has hap- 
pened at any luncheon probably. 

8975. A matter of considerable interest to you? — Yes. 

8976. You have already told the Tribunal that you were 
yourself anticipating that there would be an increase in 
the Bank rate? — I thought it was probable that the Bank 
rate could rise — would rise. 

8977. Did you say at that luncheon ,so far as you can 
now remember, that the only mistake that you had made 
in forecasting was in the amount of the rise? — What I 
would rather say, if I may put it in this way, is that 
I was not altogether surprised that the Bank rate had 
risen, but I was surprised that it had risen to 7. But 
this is a private luncheon conversation ; it is difficult to 
remember exactly. 

8978. It has been suggested that you were saying at 
that luncheon, in effect, that you had forecast a week 
before the rise that there would be a rise on the 19th. 
Did you say that, so far as you remember? — Not those 
words. They are not words I would use. 1 would never 
say “ forecast ". I said I might have guessed. I am only 
thinking of the words I would use. I would say that. 
Whether I would say “ a week before ” I do not know. 
I might have said “ before ” ; I do not know whether 1 
said “ a week before 

8979. At any rate, whether you anticipated or thought 
a rise likely or not, as you have told the Tribunal you 
did not act in the market on that forecast or anticipation? 
— No. If I might explain briefly, I have a large book, I 
am supposed to be a large dealer, and it is practically 
impossible for me to deal largely enough to be effective. 

I am the market in certain short bonds, so therefore I 
have to sit tight and do nothing. If I had reversed the 
transactions, if I dealt the week before as I dealt the 
week after, that would have been intelligent. The market 
is not big enough for a company like the Union Discount 
to move effectively in one day. 

8980. You mean, if you had sold in the week preceding 
the Bank rate £12,000,000 as you did in the week follow- 
ing it, the market would not have taken it? — I doubt 
whether they would without a doubt very much. We sold 
stock. There is a .technical difference I would like to 
explain. You either sell or ask somebody to make you 
a bid. That is a technical difference. In other words, 
you do not offer stock ; you say to a broker if he sees 
a buyer will he bid you. The half a million pounds we 
sold on the ■ Wednesday before the Bank rate rise we 
did not sell, but somebody bid us for it. 

8981. You indicated to your broker .that he was at 
liberty to sell it if your asking price was bid to? — If 
he found somebody to buy stock. 

8982. At a price acceptable to you? — At the market 
price. 

8983. You were not putting it on the market, but you 
were willing to sell it if anybody wanted to take it? — 
Yes. 

8984. Is that the distinction?— That is generally the only 
way I can really deal. 

8985. We have already had from you the extent of 
your turnover. I do not know that I need dwell on the 
nature of the business of a discount house. Perhaps this 
point is worth bringing out. Supposing you had known 
that an increase was coming and had been disposed to sell 
selectively, would you have sold the stock that you did 
sell, or one which fell much more appreciably on the 
change? — I should of course have sold the one that I 
thought was going to fall the most. 

8986. That would mean selling longer-dated stock rather 
than short? — Yes. My sort of book is stocks up to five 
years. The Conversion 4s, the ones I sold, fell about a 
point, the Conversion 4-J- 1962, which I also had, fell five 
points, six points perhaps. 

8987. So far as the other side of your business is con- 
cerned, the buying of bills, in other words, the discount- 
ing of bills, did you modify your ordinary course of 
dealing at all during the few days preceding the Bank 
rate rise? — No, not my ordinary course of business ; that 
went on. 

8988. How could you have done that, if you had wished 
to, as a matter of policy? Could you have declined to take 
bills so far as possible? — Not from regular customers, 
because one has to think of the goodwill of a business, the 
continuance of a business ; but in isolated cases one could 
always do this, and this is customary. If on a Bank rate 
morning an unusual person offers you an unusual amount 
of bills, you can then bid him subject to the Bank rate, 
which means, should the Bank rate alter the rate is 
adjusted. 

8989. According to the direction in which it is altered? 
— Yes, but they do not generally offer me bills if they 
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think the Bank rate is going down. 

8990. Did you in fact on the morning of the 19th enter 
into such a transaction in one case for half a million 

By The 

8991. Chairman: I am not certain that I am fully 
understanding your evidence. It is part of your job, for 
which you are paid, to take a view of the market? — It is. 

8992. And you have told us that you took the definite 
view yourself that there would be a rise in Bank rate 
the following Thursday, though you did not guess that it 
would be as much as 2 per cent.? — Yes. You, my Lord, 
said the word “ would ”. I do not know whether I said 
“would” or “could”. At any rate, I thought it was 
possible that the Bank rate would move. 

8993. It was a real possibility?— Yes. 

8994. What I do not understand, in those circumstances, 
is why you did not sell more. I can understand that you 
cannot put the whole of your stock on to the market, 
because it would not be absorbed, but in fact in the week 
before the 19th you only sold about one-and-a-half million 
pounds more than you bought? — Yes. 

8995 : It seems to me a very small amount. Why, with 
that view, did you not sell on a more substantial scale? 
— Well, first of all, if I may say, this is perhaps in con- 
fidence. On .the other hand, we are the biggest dealers. 

I cannot always do what I want to. I make the market. 
Tf the Union Discount suddenly appears to sell £5,000,000 
or £10,000,000 worth of stock, generally I cannot deal, 
because nobody is buying from me. So you have to sit 
reasonably quiet and hope for the best at certain times. 
When I thought the Bank rate could or would go up that 
Thursday, I could be wrong about the Thursday. T 
thought it would go up one week or the next week. I 
thought it would go up, as I said before, on that Thursday, 
but there is nothing which I could do about it in reality. 
If I had come out on the Wednesday and offered £5,000,000 
of stock, I do not think anybody would have bought the 
stock. I would merely depress the market. In other words, 
the operation looks stupid, and they were stupid, but there 
was not much more one could do about it in my particular 
short-dated market. 

8996. Does it come to this, that what you did sell was 
the most you could sell at the sort of price you were ready 
and willing to accept? — Yes. 

8997. And by putting more on the market you would 
only depress the market?— I had a short-dated investment 
book of about £80,000,000 to £85,000,000 at that time, 
but to do anything worth while you have really to think 
about selling £10,000,000 or £15,000,000, and that was not 
possible. 

8998. Mr. Milner Holland: Your view is that it was 
inevitable that the Chancellor should make some statement 
before he went to the International Monetary Fund? — 
Yes. 

8999. We had a witness here this morning, I do not 
know whether you heard him, who said he took the exact 
opposite view, and that he thought if anything was said, 
it would have been said when he came back from the 
meeting? — Well, he was wrong and I was right, but apart 
from that, I think if anybody is going to commit his 

(The Witnes 
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pounds, expressly subject to Bank rate? — Yes. I bid some- 
body for half a million bills, subject to Bank rate. 
Nothing happened 

Tribunal 

country at a conference, he would probably give some 
indication before he went. 

9000. I only want your view. I shall not express assent 
or dissent for the moment. Do you think that the know- 
ledge (if there was knowledge) that the Chancellor was 
going to make an important statement before going to the 
International Monetary Fund would have a bad effect 
on the market?— Yes, I thought it would, because it 
obviously could not be a very optimistic statement. 

9001 . You would certainly join those witnesses who told 
us in measured terms that there was a serious and obvious 
crisis at this time? — Yes. 

9002. One other subject. The letter you wrote to the 
Governor indicating that your view was that there was 
no leak was based, I think you said, on the amounts you 
had heard mentioned? — Yes. 

9003. Does that mean the amount of the dealings in 
gilt-edged of which you had been told? — Yes — well, the 
amount of the net purchases that jobbers had made. 
Jobbers had got grievances, they had lost money — and a 
lot of people get grievances about that sort of thing. How 
much had they bought? I thought the net amount they 
had bought was about £4,000,000, and I did not think 
that was anything excessive at all. 

9004. 1 wanted to know on what your view was founded. 
I am not saying you are not right, but it is simply on the 
total amount which the jobbers took on their books? — 
Yes. 

9005. Compared, I suppose, with other similar days? — 
Yes. After all, there are a lot of jobbers. 1 am only 
talking about the total they had between them. I cannot 
analyse who bought what. 

9006. 1 am quite clear now. Your view that there prob- 
ably was not a leak was based on a knowledge, or what 
you were told, as to the total amount taken on the 
jobbers’ books on that day? — Yes. 

9007. And no other fact? — No, none at all. 

9008. Mr. Veale: Does the Treasury Bill rate vary? 
— It certainly varies very considerably with the Bank rate, 
yes. 

9009. If the Bank rate is altered, I understand of course. 
How far is it tied to the Bank rate if the Bank rate is 
steady? — The bill rate broadly is tied — if nothing else is 
happening — to the average money cost of a bill broker ; 
in other words, a bill broker expects to have a margin 
between the cost of the money he borrows and the 
Treasury Bill rate that he buys. If nothing else is 
happening, the bill rate would remain reasonably static. 

9010. What had been the position of the bill rate in the 
August and September, let us say ; had it been rising? — 
It had risen from June. In the mid-summer there was 
some idea — which we were wrong about, and it seems 
stupid to say it now — that the Bank rale might go down, 
and so the bill rate went down, and then the bill rate 
tended to come up, and in certainly about the time of 
the Bank rate — T cannot remember August — it was about 
4£ per cent. 

r withdrew.) 



Mr. Winn : I was in some doubt, my Lord, whether Chairman : No, Mr. Winn. I do not think we want Mr. 
to call Mr. Arnold (Document H.10), who deals with the Arnold. 

same subject-matter as Mr. Trinder has covered. Mr. Winn : I am much obliged to your Lordship. 



Sir George Coldstream, sworn 
Examined by The Attorney-General 



9011. Are you Sir George Coldstream? — I am. 

9012. Of 11, Old Square, Lincoln’s Inn? — Yes. 

9013. Are you the Permanent Secretary to the Lord 
Chancellor? — I am. 

9014. Were you present on Monday, 14th October, at 
3.50 p.m. when the Lord Ohancellor interviewed in his 
room at the House of Lords Mr. David Dear of the Con- 
servative Central Office? — I was. 

9015. Was anyone else present at that meeting? — No 
one except the Lord Chancellor, Mr. Dear and myself. 

9016. Do you remember Mr. Dear handing to the Lord 
Chancellor a document which he said had been given to 
him at the Treasury after the meeting with the Chancellor 
of the Exchequer on the afternoon of Wednesday, 18£h 
September? — I do. 

30671 



9017. Did you see that document? — I did. 

9018. Would you look at this document? (Same handed 
to the Witness). It is a document headed in red “ Top 
Secret”, and “Final Draft of the Chancellor’s State- 
ment ”? — Yes. 

9019. You saw the document. Was the first page of it 
the same as the first page of the document at which you 
are now looking? — Y es, it was. 

9020. Now would you look at the second page? — Yes. 

9021. You see it has Paragraphs 6, 7, 8 and then 
“ 9. Paragraph to be added ”? — Yes. 

9022. Was that second page similar to the second page 
of the document you saw, or not? — No. The second page 
of the document was about an inch-and-a-half shorter, 
and it did not include Paragraph 9. 
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9023. When you say it did not include Paragraph 9. 
do you mean (that it did not have on it the figure 9, and 
“Paragraph to be added”, in square brackets?— That is 
exactly what I mean. 

9024. Are you sure that was the case? — I am quite 

certain. , . , , 

9025. Did it appear to you, looking at that document, 
that anything had been cut off by hand, such as to arouse 
any suspicion in your mind? — I do not think any suspicion 
was aroused. It was quite plain that the second page 
was shorter than the first. Beyond that, there was no 
cause for comment. 

9026. No indication that it was not just a smaller piece 
of paper that had been used, but that something had been 
cut off from the piece of paper that in fact had been 
used?— I think the latter, that something had been cut oft. 

9027. It did appear to you that something had been 
cut off? — I think so, yes. 

9028. Were you present also with the Lord Chancellor 
when he interviewed Mr. Maude, the Principal Private 
Secretary to the Chancellor of the Exchequer? — I was. 

9029. Was that shortly after 5 o’clock on Tuesday, 15th 
October? — It was on Tuesday 15th. 

9030. Before I come to that, after the Lord Chancellor 
had seen the document produced by Mr. Dear, was it 

By The 

9037. Chairman -. When on the 15th October Mr. Maude 
claimed that he had cut off a bit from the second ^sheet, 
including the “ 9. Further paragraph to be added ”, had 
you got before you, or had the Lord Chancellor got 
before him, the document which Mr. Dear had produced 
earlier and ait your request had sent back? — No. The 
Lord Chancellor had not got that document before him 
at that moment. On the 14th the document had been 
handed to the Lord Chancellor. The Lord Chancellor 
handed the document back to Mr. Dear. After he had 
seen the document produced by Mr. Maude on the follow- 
ing day, I was instructed, I think on the morning of the 
16th, to ask Mr. Dear to send over his document again, 
(The Witn , 
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handed back to him?— It was handed back to Mr. Dear, 
and subsequent to that the Lord Chancellor asked to see 
the document again. I telephoned to Mr. Dear, and he 
sent the document over to me by hand, and I gave it to 
the Lord Chancellor. 

9031. The same document? — The same document. 

9032. Mr. Dear did say that he had sent it over twice? — 
That is so. 

9033. On the 15th October did Mr. Maude produce for 
the Lord Chancellor’s inspection a file of papers containing 
a number of drafts of the Ohancellor of the Exchequer’s 
statement? — He did. 

9034. Among them was there a document which Mr. 
Maude said was identical with that which had been handed 
to Mr. Dear, with the exception that the last paragraph 
had been omitted? — Yes. 

9035. And was the document that Mr. Maude produced 
similar in all respects to the document now before you? — 
Yes, it was. 

9036. Did Mr. Maude explain to the Lord Chancellor 
that he had himself cut off from the document handed 
to Mr. Dear the last inch-a-nd-a-half of the second sheet 
which contained the figure 9 and the words : “ Further 
paragraph to- be added ”?— He did say it. 

Tribunal 

and the Lord Chancellor then looked at that document. 

9038. Mr. Milner Holland : There is just one missing 
point— no doubt it is only missing in my mind ; I expect 
everybody else knows the answer — but where is the 
document now that Mr. Dear sent back?— The document 
was sent back to Mr. Dear on the Lord Chancellor’s 
instructions, I think, on the 23rd October. 

Mr. Russell : Your Lordship may have it in mind that 
Mr. Dear said -he had it back and destroyed it, because 
he thought it was no longer relevant. 1 mention it as 
Mr. Lawson is not present. 

Chairman: Thank you, Mr. Russell. 
iss withdrew.) 



Lord Mills, sworn 
Examined bv The Attorney-General 



9039. Lord Mills, you are the Minister of Power? — Yes. 

9040. On Wednesday the 18th September, did you see 
the Chairmen of the Nationalised industries? — I saw four 
of .them. I saw the fifth on Thursday, 19th September. 

9041. Before you saw them, had the question of your 
seeing them been discussed at a Cabinet meeting on the 
17ith September? — That is so. 

9042. At that time, did you know that an increase in 
the Bank rate was in contemplation? — I knew it was in 
contemplation. 

9043. That is to say on the 17itih September? — On the 
17th September. 

9044. But did you know that no decision, no definite 
decision, had been arrived at? — That is true. 

9045. When did you first know of a definite decision 
to raise the Bank rate? — At the Cabinet on Thursday, 
19th September. 

9046. Were you in favour of the suggestion of your 
seeing the various chairmen, because you thought that it 
would be discourteous to allow them to discover the 
firstt news of the other measures affecting their industries 
from the Press? — That is correct. 

9047. Did you arrange to see Lord Citrine at 11.15 a.-m., 
Wednesday, 18th September? — That is right. 

9048. Did you have with you a brief drafted at the 
Ministry? — Yes. 

9049. Have you a copy with you? — I have a copy in my 
hand. 

9050. I do not think there are copies available for the 
Tribunal, but was the brief the same with the exception 
of the last paragraph, in each case, for each nationalised 
industry? — Yes, it was exactly the same. The last para- 
graph had in figures relating to the respective industries. 

9051. I will come to that, if I may, later. I think 
that after the Chancellor made his announcement on the 
19th September, you sent a copy of the brief to eaoh 
chairman? — Yes, on that same day. 

9052. The next day the 19th? — The 19th, yes. 

9053. The same day as the announcement? — Yes, that 
is right. 

9054. Not the day on which you saw the chairmen? — 
No, I did not give them a copy, I read from the copy. 



9055. Perhaps I had -better read it to you, as copies are 
not available. It is headed “ Investment Programmes : 
N.C.B.” I suppose that is National Coal Board? — Yes. 

9056. “ 1. The Government have decided upon certain 
measures to curb inflation and to support the value of the 
pound sterling. These measures include a restriction, of 
investment over the whole of the public sector (Govern- 
ment, Local Authorities and Nationalised Industries) and 
a limitation of Bank advances in the private sector. A 
public announcement on the general nature of the measures 
(was made today, Thursday, 19lh September)”? — That 
was actually not in the notes when I read it to them. I 
inserted that when I sent it to them. 

9057. You read this to them at the meetings on the 
18th?— Yes. 

9058. Then paragraph 2 is : “ In the public sector the 
broad aim is to keep the level of investment over the next 
two financial years 1958-59 and 1959-60 at the level already 
approved for the current year 1957-58. This is a very 
high level and the Government consider that in current 
economic conditions it would be imprudent to exceed it. 
The Government realise the practical difficulties in 
achieving this aim in regard to each year and each invest- 
ment programme separately, and they know that con- 
tractual commitments already entered into, together with 
other factors, may make it more difficult to observe as 
strict a limitation in the first as in the second of the two 
years concerned. Nevertheless they attach great importance 
to getting the maximum saving possible in the first year. 
The Government, -moreover, fully appreciate the 
importance of avoiding, so far as is possible, so pruning 
investment as to impair the future production capacity erf 
the nation on which prosperity depends. 

“Bearing these considerations in mind the Government 
have reviewed the whole of the public investment field and 
have set upper limits of each programme for each of the 
two years. In assessing these -limits for the nationalised 
industries the estimates submitted in the annual investment 
review last autumn have been used as the base and an 
allowance has been made for increased price levels. 

“The Government ask that each industry should care- 
fully examine its programmes with the object of adjusting 
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them so as to keep within the limits proposed. In this 
adjustment the Government would like the following 
pomts taken into account : — 

(a) Serious damage to future production capacity 
should be avoided. 

(b) Subject to (a) new projects should be postponed 
rather than current projects prolonged or cut. 

(c) If the effect of the adjustment of programmes is 

to make it impossible to achieve output or 
capacity targets already publicly set, the Govern- 
ment will support the necessary re-phasing. 

W Although investment levels will be raised again 
as soon as possible it should not be assumed that 
any deficiency due to re-phasing can be made 

.. - 8c>od in the years immediately following 1959-60 
The new totals proposed relate to expenditure on fixed 
assets only : .they do not cover any working capital require- 
ments. The present sources of finance are assumed to 
continue and any increase in the proportion of internal 
finance will not be held to justify an increase in the 
investment total. 

“ It will not be possible to increase the investment total 
tor the current year already approved. 

, Y^ en the industries have examined the problem the 
Minister would be glad to have a report on the manner 
in which it is proposed that the savings should be 
achieved, and the probable consequences. He will of 
course be glad to discuss the proposals further insofar as 
an industry feels that the limitations will have public 
consequences that cannot be tolerated.” 

9059. And then in the final paragraph you give the 
figures of the total expenditure approved for each 
nationalised industry? — That is correct. 

9060. Were the various chairmen told those totals at 
the time of your interviews with them?— Yes. 

9061. In order that they could start thinking about the 
implications? — That was the reason. 

9062. Did Lord Citrine remain with you until about 
12 o’clock in the Ministry? — That is right. 
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9063. Did you tell him the measures other than the 

Bank rate affecting both the public and private sectors’ 

I told him exactly according to that brief. 

9064. Was anything said about Bank rale?— Nothing at 
all. 

9065. Did he ask any question about that? — No. 

9066. Was any mention of it made by anybody at any 
of your interviews? — No. 



9067. Was Sir John Maud present with you at all the 
interviews save those with Sir Christopher Hinton and 
Sir Henry Self ?— Yes. 



9068. Did you go with Sir John Maud to the inaugural 

meeting of the Electricity Council at about 12 o'clock? 

That is correct. 



9069. And address the meeting?— That is right. 

9070. At about one o’clock, just before lunch, did you 
'take the opportunity of speaking privately to Sir 
Christopher Hinton and Sir Henry Self and to give them 
the information? — I did. 

9071. Information to the same effect as you had given 
to Lord Citrine? — Exactly. 

9072. And soon after half past two did you come back 
to the Ministry of Power and see Sir Henry Jones at 
half past three? — I did. 

9073. Did that interview follow the same course as the 
previous interviews?— That is correct. 

9074. At quarter to ten on Thursday, 19th September, 
did you see Sir James Bowman and give him the same 
information? — I did. 

t . 90 ^' And in each case did you tell the Chairman that 
tfie Chancellor would be making an announcement about 
those measures during the course of Thursday, the 19th 
September?— I think that is correct. Whether I told 
them it would be 19th September or not l am not quite 
sure. I told them the Chancellor would be making a 
statement and that I would send to them what I had told 
them in writing. 



By The Tribunal 



9076. Chairman : You were merely giving these gentle- 
men advance information of what the Chancellor would 
say before he went to Washington?— That is 'true. 



9077. And it was made clear, I suppose, that that was 
confidential until the statement was made? — Yes. 



( The Witness withdrew.) 



9078. Mr. Winn : If your Lordship pleases, it was pro- 
posed now to deal with one particular rumour, the one 
associated with an oil company and a typist. I think I 
must, for clarity, say a few words in opening this par- 
ticular matter. It is referred to by Mr. Merriman. Your 
Lordship will find it in Day 3, page 34, letter F, where 
he was asked : “ A day or two after 19th September did 
you have a talk with a Mr. Boyle of Sidney Simon, 
Brokers? (A.) That is correct. (Q.) What did he tell 
you? — (A.) He told me a typist in his office had been 
telephoned during the morning of 19th September by a 
man in an oil company who had said that he had been 
told by his principal that the Bank rate was to be raised 
that day to 7 per cent. (Q.) Did you see Mr. Boyle later? 
—(A.) I later saw Mr. Boyle and I said that in my opinion 
the typist :in 'their office should make a statement to that 
effect. . A day or two later Mr. Boyle came back to me 
and said she was not prepared to put anything in writing 
as the man who had telephoned her was her husband.” 

I am now proposing to call witnesses before your Lord- 
ship to give their accounts of an incident which super- 
ficially bears very little resemblance to this particular 
story. However it does appear to be the same incident. 
Tt is not unusual, perhaps, with rumours that certain 
details are reversed. What appears in fact to have hap- 
pened is this. The oil company concerned appears to be 
the Mobil Oil Company. As is natural enough then- 
bankers, the National City Bank of New York through 



the office in London, are concerned to keep those very 
good customers informed of any important financial 
changes, in particular such matters as a change of Bank 
rate immediately that any such change occurs. 



i our Lorcismp will bear from Mr. Porter, the Chief 
Cashier of Mobil Oil, from whom there is no statement 
available at the moment, that on this particular day the 
19th September, very shortly after 12 noon, the National 
City Bank of New York London office, did telephone 
to him and say that the bank had learned from their own 
tape machine of the increase in the Bank rate which was 
announced at a quarter to twelve. Mr. Porter can tell 
your Lordship that he mentioned that information to a 
Mr. Lyes, who is also employed as a cashier by the same 
oil company. As it happened on that day a certain 
Mrs. Moriarty (whose statement is H. 20) who is employed 
° y a ty P5 n8 agency, was temporarily employed by the 
Mobil Oil Co. and she will tell your Lordship that as 
she was going out to luncheon that day, shortly after or 
at about 12.15, Mr. Lyes told her to have a look at the 
newspaper placards as there would be some startling news 
about 'the Bank rate. In the evening when she and her 
husband were discussing the matter she mentioned this 
to him, but told him that she had heard it before 12 
no ?°> be * ore Jt was announced. We will investigate it 
a little, but in substance that appears to be another 
version, shall I say?, of the rumour that was circulating. 



Mr. James Robinson Porter, sworn 



Examined by Mr. Winn 



9079. What are your full names? — James Robinson 
Porter. 

9080. Are you the Chief Cashier of the Mobil Oil Co. 
m London? — No, I am the Chief Accountant. 

9081. I am very sorry. Is there a certain Mr. Lyes 
employed as a cashier by the Mobil Oil Co.?— He is 
employed as a cashier by the Mobil Oil Co. 
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9082. H it quite usual for your company’s bankers, the 
National City Bank of New York, in London, to inform 
the Mobil Oil Co promptly of any important financial 
developments? — It is. 



9083. They have a tape machine in their office at the 
bank?— I am not aware of that. 



12 
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9084. Or some system of getting quick information? 
indeed they have. 

9085. You have noticed before now that they can put 
you quickly in touch with the changes? I have indeed. 

9086. On the morning of the last Bank rate change, 
the 19th September, did you hear from that bank of the 
change in Bank rate?— Indirectly. It is the custom ol 
the bank to ring either the Managing Director, myself, 
or the treasurer as soon as they know of a change in the 
Bank rate. On this occasion they rang the Managing 
Director, Mr. Rock. He immediately rang me, and I then 
rang through to the treasurer. It is for the treasurer, 
Mr. L. W. Warman, that Mr. Lyes, the cashier, works. 



9087. About what time did that quick passing on of 
information take place?— As I recall it it was shortly 
after 12. 

9088. So it is quite possible that Mr. Lyes would himself 
know about it by about 12.15?— It is quite possible. 

9089. So far as you were concerned, and indeed your 
company and its bank, was .that just perfectly normal 
courtesy to a customer? — It was the invariable rule for 
the bank so to inform us. 

9090. And you are quite clear, are you, that it was after 
the public announcement that you first learnt of the 
change? — I am. 

9091. After quarter to 12? — I am perfectly clear on that. 



(The Witness withdrew.) 

Mr. George Arthur Stuart Lyes, sworn. (H. 24) 
Examined by Mr. Winn 



9092. What are your full names? — George Arthur Stuart 

9093. Your address is 18, Medina Avenue, Hinchley 

Wood?— Yes. w ... 

9094. I think you are a cashier employed by the Mobil 
Oil Co.?— Yes. 

9095. That is in London. Is it the fact that you work 
as assistant to the Treasurer? — I do. 

9096. Can you take your mind back to the 19th Sep- 
tember, the day when .the Bank rate was changed? Will 
you tell the Tribunal— you have heard Mr. Porter’s evi- 
dence— when you first heard about that yourself?— I 
cannot recollect that Mr. Warman came in and told me 
on that day. It is possible, but we are going back three 

(The Witness 



months, and I just cannot recollect that. 

9097. You cannot recollect whether Mr. Warman the 
Treasurer did tell you? — No. 

9098. Can I try another approach. Do you remember 
a temporary secretary typist, Mrs. Moriarty?— 1 do. 

9099. Would she have been working in Mr. Warman’s 
room or in your room? — In my room. 

9100. So she would have heard anything that Mr. 
Warman said to you in your room?— Correct. 

9101. But not if you went into his room? — Quite. 

9102. Then have I to leave it like this, that you may 
have heard before you went out to luncheon or may not? 
— It is possible. 

withdrew .) 



Mrs. Gwendoline Muriel Moriarty, sworn 
Examined by Mr. Winn 



9103. I think you are Gwendoline Muriel Moriarty? — 
Yes, that is right. 

9104. Take this quite shortly. You are employed by 
a Typing Agency known as Hilder & Co. of Soho Square? 
— Yes. 

9105. Did it happen that in the week commencing 16th 
September you were temporarily working for the Mobil 
Oil Co.?— Yes, I was. 

9106. As you were going out to luncheon that day did 
the last witness Mr. Lyes say something to you about 
the placards?— Well, it was— I cannot tell you who 
actually told me, but it was mentioned in the office. 

9107. And it was as you were going out to luncheon? 
— Yes, at quarter past 12. 



9108. Was that to the effect that you might see some- 
thing about the Bank rate on the placard? — That is right. 

9109. In the evening when you were at home with 
your husband no doubt some mention would have been 
made about the Bank rate, and did you say something 
to him about when you had heard it? — Yes. I told him 
that I knew beforehand, but that was a mistake, because 
I thought it was announced at quarter to one. 

9110. You were thinking, were you. that you had heard 
of it before a quarter to one? — Yes. 

9111. But if in fact, as we know, it was announced at 
quarter to 12 then you heard of it after and not before it 
was announced? — Yes. 



By The Tribunal 

9112. Mr. Milner Holland : Did your husband ask you 9113. He did not press you for any detail as to when 
at what hour you did hear? — No, he did not say any it was you heard ^ it? — No. If he had asked me the time 
more about it. I told him that I knew beforehand and and I had told him the time he would have realised that 

he just left it at that. I did not know beforehand. 

(The Witness withdrew .) 

Mr. Douglas Hugh Moriarty, sworn 



Examined 1 

9114. You are Douglas Hugh Moriarty? — I am. 

9115. And the husband of the last witness? — I am. 

9116. I ithink you are a clerk with a firm of stockbrokers 
called Sidney Simon & Co.? — Yes, that is correct. 

9117. On the evening when the Bank rate had been 
raised, 19th September last, you and your wife were very 
naturally talking about the effect of Bank rate on your 
house mortgage? — Yes, that is correct. 

9118. And you very naturally said you wished you had 

known it was going up before it happened? — Well 

9119. Something Tike that? — Something ito that effect, 
yes. 

9120. Did she then say that she had known about it 
before it was publicly announced?— She asked me what 
time I knew, and I told her, as I understood, 11.45, you 
see, or 'thereabouts, 12 noon, and she said — well, she must 

By The 

9124. Mr. Milner Holland : How long have you been a 
stockbrokers’ clerk? — About eight years. 

9125. You are perfectly familiar with the time at which 
Bank rate announcements are made? — Yes. 



y Mr. Winn 

have misunderstood me since, I have discovered, — she 
must have misunderstood me in thinking the fact that she 
mentioned she heard before she went to lunch was about 
1.45, you see. Well, the point is, that is, I know 

9121. Did you get from her the impression that she had 
heard about it before the public announcement? — Yes. 

9122. And as a result of that did you the next day make 
a remark to some of your colleagues in the office that it 
was odd, At seemed to you, that an Amenioan company 
should know in advance about the coming rise in the 
Bank rate?— Yes. 

9123. Did you tell Mr. Boyle of Sidney Simon himself? 
— No. I just had a more or less slight conversation of 
what all this was about, just on that morning, that was all, 
with my colleagues in the office where I am situated. 

Tribunal 

9126. And your wife told you that she heard it just 
before she went out to lunch? — Yes, true. 

9127. Then I do not understand at all what made you 
think that she had heard it before it was known publicly. 
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— Well, I mean, she asked me when I knew the Bank 
rate. I said 11.45, but it is possible she misunderstood 
me and thought I said 12.45, you see, and then, of course, 
she said, “ Oh, I knew before you.” 

9128. You did not .press the matter any further, you did 
not ask her when she did know? — No. not really, no. 
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9129. Then when you got to your office you made the 
office think that perhaps the firm for which your wife had 
been working had known before the official announce- 
ment? — That is true. 

9130. You did not check it at all? — Not really, no. 
Chairman : Are you very proud of your conduct in this 

affair? — No. 



Mr. Douglas Hugh Moriarty 



C The Witness withdrew.) 



Mr. Walter Barry, sworn 
Examined by Mr. Wtnn 
( Document D.l.) 



9131. Is your name Walter Barry? — Yes. 

9132. Are you the Chairman of the Committee of 
Lloyd’s? — That is right. 

9133. I have only a letter from you, but I dare say it 
contains all that is material. It is Document D.l, and it 
is dated the 26th November of this year. You will remem- 
ber that you wrote to the Treasury Solicitor, Sir Harold 
Kent?— Yes. 

9134. May 1 read the letter, and you will tell me if it is 
correct. It is headed : “ Bank Rate, Tribunal of Inquiry. 
I refer to the discussion which you had with me on Friday 
last with regard to the above matter. I have now ascer- 
tained that no insurances covering an increase in the Bank 
rate were effected with Lloyd’s underwriters during the 
period 18th to 19th September, 1957, both days inclusive. 
I have circulated all Lloyd’s brokers with a view to ascer- 



taining whether any such insurances were placed by them 
during the period in question elsewhere than at Lloyd’s, 
and so soon as I receive their replies I will write to you 
again.” Taking that in two parts, first of all was it correct 
that you had ascertained that there were no insurances 
placed with Lloyd’s brokers?— Quite correct. 

9135. And that you had circulated, as you say, and as 
soon as you received the reply you wrote again? — Yes. 

9136. Did you write again on the 4th December, 1957: 
“ 1 have now received replies from all Lloyd’s brokers to 
the effect that no insurances were placed by them during 
the period 16th-19th September, both days inclusive, 
covering an increase in the Bank rate”? — Yes. 

9137. And that was true, was it? — Quite true. 

9138. And does your state of information today remain 
as it was when you wrote those letters? — Indeed. 



By The Tribunal 



9139. Chairman : Are insurances taken out with Lloyd’s 
underwriters from time to time against a rise in the Bank 
rate? — I have no knowledge of any, my Lord. 

9140. But it is the sort of risk that Lloyd’s underwriters 
would undertake? — They could be effected. We .have in 
the past had risks placed against Budget risks. 



9141. Or the rise in income tax? — Or the rise in income 
tax, but to my knowledge and belief I have never heard 
of any being effected against a rise in the Bank rate. 

9142. And, therefore, there was nothing unusual on this 
occasion? — No. 



( The Witness withdrew.) 



Mr. John Kenneth Kingsmill Pennefathur, sworn 
Examined by Mr. Winn 
{Statement K. 5) 



9143. Arc your full names John Kenneth Kingsmill 
Pennef alher ? — Yes. 

9144. Of Penn Lodge, Knotty Green, Beaconsfield? — 
Yes. 

9145. Are you a partner in the firm of stockbrokers 
known as Borthwick & Co.? — I am. 

9146. I think that that firm on the 19th September 
carried out a number of sales of gilt-edged stock. Is that 
right? — We did, yes. 

9147. Having the schedule before me, the revised ver- 
sion of Exhibit No. 7, there were five separate sales, each 
of £5,000 nominal and each of War 3£ per cent.? — Five 
of £5,000 War 3*, and one of £10,000 War 3*. 

9148. T was in fact satisfied to leave that aside for 
certain reasons. That was the one to Bruce & Hinton, 
was it not? — That is correct, yes. 

9149. The others were two sales to R. H. Prance & Co., 
one to Alexander Thomson & Co., and one to Wedd & 
Owen, and one to Woolf Christey & Co.? — That is correct. 

9150. The prices were pretty level throughout, four of 
them at 65, and one at 64-15/ 16ths? — That is correct. 

9151. Can you tell me, during the morning, early in the 
morning of the 19th, did you have a telephone call from 
a Mr. D. D. Walker? — I had a telephone call from 
Mr. D. D. Walker, but I would not describe it as being 
early. 

9152. You would not say it was early; what sort of 
time was it? — I should say about a quarter to eleven. 

9153. About an hour before the Bank rate change? — 
Somewhere in that region. 

9154. That is, the announcement of the change. Did he 
then tell you that he thought there might be some change 
in the Bank rate that day? — He did. 

9155. Did he tell you why he thought that? — No. 

9156. Did he say whether it was a pure personal hunch, 
or something that he had been told by way of information 
or advice? — He did not in so many words, no. I think he 
said either he believed there would be or might be an 
increase in the Bank rate, or he was led to believe there 
might be an increase in the Bank rate. 
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9157. And nothing more specific than that? — Nothing 
more specific, no. 

9158. Did he say that accordingly he felt like having 
a gamble? — He did. 

9159. Did you advise him in that case to sell a bear 
of War Loan Stock? — I did. 

9160. He said he was prepared to risk about £200? — 
That is correct. 

9161. You then suggested a sale of £10,000 3-J per cent. 
War Loan? — That is correct. 

9162. And that is in fact the transaction that 1 was 
leaving over for the moment? — That is so, that is the 
£10,000. 

9163. That was sold at' the same price, 65? — At the 
same price, yes. 

9164. Later, after the announcement of ithe change in 
Bank rate, did you buy back that stock from Mr. Walker? 
— I did, yes. 

9165. Presumably at a lower price? — It was at a lower 
price, yes. 

9166. Can you tell the Tribunal how much the price 
had dropped? — It was bought back at 63. 

9167. In the afternoon of the 19th? — At approximately 
1 o’clock. 

9168. With regard to these other deals that your firm 
carried out that day, two of them were for your own 
account, were they not? — Two were for my own account, 
yes. 

9169. What was your own motive or reason? — Simply 
that I had read the Financial Times in the morning, I had 
also read the Daily Telegraph, and it seemed to me, in 
view of the statements in both those papers, that there was 
anyhow going to be some further measures taken, and 
that it might even possibly include a change in the Bank 
rate. 

9170. Is Mr. Cameron a partner in your firm? — Mr. 
Cameron is our senior partner. 

9171. Had he taken a view to much the same effect? — 
We discussed it together, and we agreed that it did seem 
a reasonable proposition that the market was likely to 
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come lower for all reasons. . , - 

9172. So he gave instructions, did he, tor the sate ox 

£5,000?— That is correct, yes. _ ... 

9173. We have a statement from Mr. Cameron which 
is marked K.4, he being your senior partner, and in that 
he recorded himself as having held the view that whatever 
the nature of the announcement which the Financial 
Times had said would be made during Thursday the 19th, 
it was likely to constitute a Bear point rather than a Bull 
point for your market. Would you agree that that was 
the same opinion as you held? — I did, yes. 

9174. Is Mr. H. P. A. Stokes a partner of your firm 
He is also a partner of my firm. 

9175 Did you discuss with him the idea of selling a 
total of £10,000 War 3) per cent, with him?— All three 
of us discussed the matter together. 



9176. It was really a concerted decision of Penne- 
father, Cameron and Stokes? — Yes. 

9177. On appreciation of ithe way 'the market was likely 
to go? — On appreciation of the way the market was 
moving. 

9178. Had you directly or indirectly any information 
or hint that there was to be a change in Bank Rate? — 
None whatsoever. 

9179. Were you surprised when the change occurred? 

— So far as I personally was concerned, pleasantly sur- 
prised in the circumstances ; hut I cannot say 

9180. Surprised you had been right? — I cannot say I 
had really anticipated that there would be one ; I thought 
there might be further action taken, either in the form of 
a Bank Rate change or in some other form. 



By The Tribunal 



9181. Chairman : I can understand that you took a 
certain view of the market ; in fact it is your job to take 
a view of the market as a broker? — Yes. 

9182. And you took the view that for one reason or 
another the announcement when it took place would send 
prices down? — I did, yes. 

9183. What I do not follow is that when you gave your 
evidence you started off by saying: “I had read the 
Financial Times and the Daily Telegraph What did 
they add to the view that you formed? — Simply that m 
our profession we do read what the Financial Editors 
and other financial scribes do write and it is apt to 
influence us in decisions and suggest views, if you like. 

9184. Are you saying that Mr. Whitmore is a person 
you would rely on rather than your own judgment?— 
No, not entirely. It may prompt a thought. 

9185. It may prompt a thought?— A train of thought. 

9186. So far as the Financial Times is concerned, what 
was it in that which assisted you to form the view that 
you did form?— There was on the front page of the 
Financial Times on that day what I supopse you would 
call a “ box ”, saying that there would be a further state- 
ment; I think it was: “likely to be further measures 
taken to restrict credit ”. 

9187. But those were matters which were probably being 
canvassed on the day before, the 18th? — They may have 
been, but I did not leave the office in the afternoon of 
the 18th ; I very seldom leave the office after lunch. 

9188. Referring to this client of yours, Mr. Walker, I 
gather he is not a regular client? — No; he used to be 
before the war. I have known him for very many years. 



9189. Is it right that this was his first deal through you 

since ? — Since 1939. 

9190. Since 1939? — Because I had not seen him during 
the war, I had not seen him for many years after the 
war, and it was only quite recently this summer that I 
met him again ; it was some time after he had bought a 
house in the area where I live. 

9191. Mr. Milner Holland : It will not surprise you to 
hear that we have had different views from different 
witnesses as to what effect certain moves might have. 
Are you saying that the idea that there was to be a state- 
ment by the Chancellor, including new measures on bank 
advances — that could only mean restrictions on bank 
advances — and capital expenditure would have a Bear 
effect on the market or a Bull effect? — We reckoned it 
would have a Bear effect on the market. 

9192. First of all, witnesses told us that if there were 
moves to tighten credit and restrict bank advances and 
restrict capital expenditure but without raising Bank Rate, 
■that would on the whole tend to strengthen the Gilt- 
edged market. You do not fake that view?— No, we did 
not take that view. 

9193. Mr. Verde : When you were talking on the morn- 
ing of the 19th with your partners, did any of you men- 
tion any rumour that there had been selling on the day 
before? — No. 

9194. Had you in fact heard such a rumour?— No. 

9195. When did you first hear that rumour?— I should 
think probably it may have been in the evening of the 
19th, certainly not before that. 



( The Witness withdrew .) 



Mr. Edward John Lewis, sworn 
Examined by Mr. Winn 
( Document K.6.) 



9196. Are your names Edward John Lewis? — Yes. 

9197. Do you live at 5, Cedar Avenue, Cobham? — Yes. 

9198. Are you an associate member of the firm of stock- 
brokers B. Hansford & Co.? — Yes. 

9199. I want to ask you about some transactions that 
that firm carried out on your behalf, first on the 18th 
and 19th September of this year. It is in the brokers’ 
sales. Exhibit 7 {revised). From that it would appear that 
£50,000 3 per cent. Savings 1960-70 were sold by your firm 
of brokers, B. Hansford & Co., on your behalf at 11\ 
on the 18th September; is that correct? — That is correct. 

9200. And also that on the 19th £50,000 Consolidated 
4 per cent, were similarly sold at 71 on your behalf? — 
Yes. 

9201. In the first place, was the occasion for selling on 
the 18th that you were closing a Bull position that you 
had opened the day before? — That is correct. 

9202. If I follow that, it means this, does it, that on 
the 17th September you had bought £50,000 3 per cent. 
Savings 1960-70 with a view of selling again if you could 
take a profit? — That is correct. 

9203. Is that a normal transaction for you to engage in? 
—Yes. 

9204. Forgive my ignorance, but you have to close such 
a position within 24 hours? — No, not necessarily. 

9205. Within what period of time, in the Gilt-edged 
market? — Well, it was no period at all. 

9206. I thought that delivery of the stock was made 
the day following the bargain, or is that not right? — It is 
right. 



9207. When delivery of the stock is tendered, you must 
pay? — You must pay. 

9208. You were contemplating paying £50,000, were 
you, on the 18lh? — No. 

9209. At any rate, instead of paying £50,000 you sold 
on the 18th? — Yes. 

9210. And therefore closed the position?— That is 
correct. 

9211. What was your personal position on the morning 
of the 19th ; were you holding Gilt-edged at all when the 
House opened that morning? — No. 

9212. And you then that morning, before the announce- 
ment of the Bank rate, sold £50,000 Consolidated 4 per 
cent.? — That is right. 

9213. Which you did not have?— That is right. 

9214. That would be opening a Bear position, is that 
right? — That is right. 

9215. The following day you would be called upon for 
delivery of that stock? — Yes. 

9216. Unless you 'bought the next day? — Yes. 

9217. Did you in fact buy the next day? — I bought 
back on the 19th, the same day as I sold. 

9218. And you made a profit on that deal? — Yes. 

9219. To what extent were you inspired to enter into 
those transactions by any knowledge or reason? — Well. 
I had no knowledge of anything at all ; but over a period 
of very many months we had heard or had opinions 
from the Continent that their view was that sterling was 
going to be de-valued. 
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9220. “ The Continent ”, of course, is a very loose term. 
What part of the Continent and from whom, what sources? 
— Mostly Switzerland. 

9221. You do a good deal of business with Switzerland, 
do you? — Yes. 

. 9222. Are you brokers ever for the Swiss Bank Corpora- 
tion? — We have dealt with them, yes. 

9223. Did you hear anything from the Swiss Bank 
Corporation at this time— the 16th, 17th, 18th, 19th Sep- 
tember — about any possible change in the sterling rate or 
the Bank rate? — Nothing whatsoever. 

9224. You had been hearing for months from the Con- 
tinent that what might happen — that sterling might be de- 
valued? — That is correct. 

9225. Had you had any reports or opinions from the 
Continent that the British Bank rate might be altered? — 
As far as I remember, nothing whatever was said about 
Bank rate at any time. 

9226. Was it those reports or opinions from the Con- 
tinent that were causing you to take a pessimistic view 
of the gilt-edged market? — At that particular time, yes. 
Up to then we had not taken much notice of them. 

9227. Then what I do not understand is why on the 
1 7th you opened a Bull position if you thought the market 
was a Bear market? — As I say, we did not take a lot of 
notice of them, and the gilt-edged market was acting 
very, very firm and was looking quite good. 

9228. So your long-term view was pessimistic, but you 
saw chances of getting a quick profit on a temporarily 
rising market? — That is correct. 

9229. Had you read in the Press anything that led you 
to .take this view, particularly on the morning of the 19th, 
that you should sell a Bear? — Nothing to say — well, yes, 
there was some reference in the Press of the Chancellor 
making a statement, and I thought perhaps this may be 
something to do with the Bank— with the de-valuation. 



By The 

9244. Chairman : These were private gambles of yours, 
were they? — Exactly. 

9245. And Mr. Ashby was doing more or less the same? 

-That is correct. 

9246. And you were talking it over together? — Yes. we 
often do. 

9247. Did you plan this on the 18th? — The sale? 

9248. Yes? — I leave these things entirely to Mr. Ashby’s 
discretion, as he is down there most of the time and he 
does what he thinks best, buy and sell. 

9249. What about the 19th, did you discuss it with him 
then? — We discussed it in the morning, yes, and I left it 
to him. 

9250. Mr. Milner Holland : Were these deals of normal 
size for you? — Yes. 

9251. How often in the month before, do you think, 
had you done deals of this size? — I would not like to 
say offhand ; probably twice. 

9252. How many deals of this sort of order would you 
do in a year? — Possibly eight or nine. 

9253. So the two in question, that is to say the purchase 
and sale on the 17th and 18th and the sale and re-purchase 
on the 19th, were on the whole fairly exceptional for 
you? — Not for me, no. 

9254. They were two deals out of perhaps eight or nine 
in a year? — Yes, T agree there. 

9255. And there can be no doubt in anybody’s mind, 
can there, that your view took a complete somersault 
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9230. You thought it might be something to do with 
de-valuation? — Yes. 

9231. You did not mean to say, as you did in fact say, 
“ something to do with the Bank rate ”? — Nothing to do 
with the Bank rate. 

9232. You had seen something in the paper suggesting 
that the Chancellor might make a statement, which you 
thought might be something to do with de-valuation of 
sterling? — 'Yes. 

9233. Do you remember in what paper you saw it? — 
No, I cannot remember which paper it was. 

9234. Did you and your partners discuss this matter 
together before you decided to sell that Bear that morn- 
ing?' — Not my partners but a member of our firm. 

9235. Mr. Ashby? — Mr. Ashby, yes. 

9236. He is another associate member? — That is correct. 

9237. What is the difference between an associate 
member and a partner? — A partner is a man who shares 
in the profits of the firm. 

9238. What is an associate member?— A man that is 
working with the firm on a commission basis. 

9239. Taking commission from the firm on transactions 
introduced ? — Exactly. 

9240. And that is what you and Mr. Ashby both are? 
— Yes. 

9241. Do you go on the floor of the House? — I some- 
times do, not very often. 

9242. Were you down there on Wednesday afternoon, 
the 18th, as far as you remember? — I think I was down 
there round about 3 o’clock. 

9243. Did you personally notice anything that after- 
noon, either whilst the House was open or after it closed, 
to suggest abnormal selling or abnormal anxiety to sell 
in the gilt-edged market? — No, I did not. 

Tribunal 

between the 17th and the 19th? — Well. 1 should say on 
the 19th, yes. 

9256. What you were thinking on the 17th and what 
you were thinking on the 19th are diametrically opposite? 
— Entirely changed. 

9257. And it had nothing to do with the months of 
rumours from the Continent, had it? — Well, I think the 
19th possibly did, yes. 

9258. Why did the months of rumours from the Con- 
tinent influence you on the 19th and not on the 17th? 
— Because the market was rather firm up to the 18th, 
and on the 19th when the House opened it had weakened. 

9259. You mean on the 17th on a firm market you took 
your courage in both hands in spite of the months of 
rumours? — Yes. 

9260. In spite of the fact that the Chancellor was going 
to the International Monetary Fund on the following 
Friday? — Yes. 

9261. A fact which you knew and had in mind? — Yes. 

9262. Is it your evidence that it was really the forecast 
in the Press on the morning of the 19th that the Chancellor 
would make a statement before going to the International 
Monetary Fund that changed your mind? — Partly, yes. 

9263. What else? — As I say, Mr. Ashby and myself 
discuss these things, and we really thought there was 
possibly something in the opinions from the Continent 
about devaluation. 

ss withdrew .) 



Mr. Albert Samuel Ashby, sworn 
Examined by The Attorney-General 



9264. Are your names Albert Samuel Ashby? — Yes. 

9265. Of “New Wiley”, Vale House Common, 
Uckfield, Sussex? — Yes. 

9266. Arc you an associate member of the firm of 
stockbrokers B. Hansford & Co.? — Yes. 

9267. At about mid-day on Wednesday, 18th September, 
did you sell your holding of £50,000 Savings 3 per cent. 
1960-70? — That is correct. 

9268. Was that a closing transaction? — Yes. 

9269. Of a position opened on the previous day? — Yes. 

9270. That is to say, on the 17th you had bought 
£50,000 Savings 3 per cent.? — Yes, I was a bull at £50,000. 

9271. Why did you sell on the 18th? — The market had 
been rising all through the week, and on the 18 th it 
ceased to rise, and it looked as if it was the peak of the 
market and I had a profit, so I sold. 

30671 



9272. So you tried to get out at the top? — I think I 
did. 

9273. Having got out at the top on the 18th, on the 
19th did you sell £50,000 Consolidated 4 per cent, as 
soon as the market was opened? — Yes. 

9274. What reasons led you to do that? — First of all, 
I realised that I ought to have sold twice as much the day 
before, as the market had eased and looked like going 
easier on the day before : that was the first thing. 
Secondly, during the morning, reading the papers in the 
■train, it looked obvious that the market would come easier 
on the general opinion of the writers on the fact that it 
was announced that the Chancellor of the Exchequer 
would be making a statement shortly ; and although I 
could not imagine what he was going to say, I asked 
our foreign dealing department, who seem to be fairly 
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knowledgeable people, what was their opinion as to 
whait the Chancellor might say ; and they came out with 
the well-worn idea that the £ would be de-valued to 
2 dollars 50, and I thought “This time they might be 

" 9275. I want to ask you more about that. What were 
the papers that you read in the train? — It is rather 
difficult. I always have the Financial Times, The Times, 
'the Mail and the Express, and if anybody else has a 
Telegraph, or something like that, I borrow theirs to read 
the Oity antdde. 

9276. Like many other people, I expect?— Yes. 

9277. You spoke just now about the well-worn views 
of your foreign dealings department?— Yes. 

9278. Had they held a view about devaluation to 2.50 
for some time?— For a long while, yes. 

9279. For how long?— 'In faot for over a year they 
have been preaching this. 
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9280. Was it for the reasons you have just indicated 
that you sold that bear of 50,000 Commercial 4s? — I went 
straight down to the market and sold it, yes. 

9281. Were you surprised when the Bank rate was 
changed? — Yes, I was. 

9282. 'In your survey of the situation that morning 
coming up in the train, and before you sold that bear, 
had you envisaged a possible change in the Bank rate? 
No, I had not thought of that one. 

9283. Quite apart from that one, you thought the 
market would go lower? — Yes, I had already taken that 
attitude. 

9284. Did you buy the stock back in the afternoon and 
take another profit?— Y es. 

9285. Not getting out at that time at the bottom? — Not 
getting in at the bottom, but very nearly. 



The Tribunal 



9286. Chairman: To some people these purchases and 

sales of £50,000 at a time sound very high?— Well, they 
are nominal. , , , „ 

9287. You were never going to take up stock?— This 
£50,000 sounds a lot, but it is nominal. These are frac- 
tional stocks, so £50,000 in Savings 3s 1960/70 -is only 
£35,000, or something like 'that. 

9288. lit is quite a large sum, all the same. You never 
take a stock up when you purchase?— Yes, occasionally. 

9289. How long have you been doing these sort of 
transactions, for years? — Yes, nearly 30 years — not as big 
as that, of course. 

9290. Have you always been as successful as on this 
occasion?— Well, I would not like to say. 



9291. How often do these transactions take place, every 
day, or every week? — Well, it is difficult to say. In the 
gilt-edged market when it is moving, obviously we have 
a gamble there. If it is the industrial, it might almost be 
gold mines, but we have a go every day. 

9292. So instead of doing the crossword puzzle, you 
study the markets in the train?— Yes. 

9293. And have your daily gamble?— Yes. 

9294. Mr. Veale : What does this amount to in terms of 
money, or profit? — Well, the first one was only a small 
profit. I think it made about £150, and the second one 
about £1,250, the best one. 



Further examined by 

9295 Do you know the Minster Trust of Bush House? — 
Yes, not of Bush House. The Minster Trust I know. 

9296. Do you act for them?— Yes. 

9297. Who are they? — Well, they are an investment 
trust living in a very large building, and they have several 



The Attorney-General 

associated companies and investment trusts, an enormous 
number of them, about thirty or forty, under their control. 

9298. Were these their deals or your deals? — No, these 
were mine and Mr. Lewis’s. 



(The Witness withdrew.) 



Mr. Patrick Somerset Gibbs, sworn 
Examined by Mr. Winn 
(Document 1C.8.) 



9299. Are your names Patrick Somerset Gibbs? — Yes. 

9300. Of Hasley House, Hartley Wintney?— Yes. 

9301. Are you a partner in the firm of stockbrokers 
Sir R. W. Garden & Co.?— I am. 

9302. Does that firm from time to time, naturally 
enough, buy stock in the gilt-edged market to represent 
a reserve for the firm’s needs? — That is so. 

9303. Had you some gilt-edged in hand for that reason 
on the 18 th September, 1957? — We had. 

9304. I t hin k in the course of the two days, the 18th and 
the morning of the 19th, before the Bank rate was 
announced, the firm sold £50,000 nominal of Savings 3s. 
1965-75?— That is correct. It was all, in fact, on the 
morning of the 19th. 

9305. It was all the morning of the 19th. Was that 
sale the third transaction on the firm’s behalf that had 
happened during the year 1957? — It was. 

9306. All three sales, or one or more purchases? — 
Speaking from memory, I would say three purchases and 
two sales. 

9307. And one of the purchases was, was it not, of 
£25,000 of that same stock an the 4th -September? — Yes. 

9308. At 684? — Yes. 

9309. And a further £25,000 on the 11th at 69f?— That 
is correct 

9310. You made the sales of the 19th at 70} as to 
£10,000, and 70} as to the balance? — Yes. 

9311. So you were out on the right side? — Yes. 

9312. Had you bought the stock in September, 1957, 
on the view that there was going to be no devaluation 
of the £ ; the Chancellor was determined to defend the 
existing parity and would say so at the I.M.F. meeting? — 
Yes. 

9313. And would be able to maintain it? — Yes. 

9314. That was the view that caused you to buy on 
the 4th and the 11th? — Yes. 



9315. Did you intend then to hold the stock until after 
the I.M.F. meeting?— Yes. 

9316. But on the morning of the 19th did you come to 
the contrary view, that the previous rising trend in the 
market which had been going on for a couple of weeks, 
might be held or even reversed? — That is so. 

9317. Was that partly as a result of reading the Times 
newspaper and the Financial Times -newspaper? — Yes, it 

Wa <)318. Did you then decide— your personal decision, was 
it?— No. , _ 

9319. With partners?— It was the firm as such. 

9320. Two or three of you?— No, it was the whole 
firm. We have nine partners. 

9321. Nine partners, and you all of you got together 
for a talk?— It was the firm’s money. 

9322. You did literally get together and have a talk? — 

As to the purchase, yes. As to the sale, I was the senior 
partner in the office at that time and took the decision on 
my own. „ , . , 

9323. You took the decision to sell, being the senior 

partner that day?— Yes. , , . ... 

9324. And you gave instructions, and the form in which 
y-our instructions were given was that the brokers were 
to sell if they could get not less than 70?— Yes, that is 

"*9325. Did you have any prior knowledge or hint of any 
kind that the Bank rate might be increased on that 
Thursday?— None whatsoever. 

9326. Did that possibility, as distinct from other 
ohanges, enter your mind at all? — In no way at all. 

9327. What were you thinking might happen which 
would cause a check or turn in the gilt-edged market?— 
I had not got any specific happening in mind, but it was 
rather more an interpretation of a change in the atmos- 
phere which I sensed from the morning papers on that 
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day. Perhaps I might add that we had not had occasion 
to deal in the gilt-edged market after hours the previous 
afternoon, so I was not aware that prices had weakened 
on the afternoon of the 18th. 

9328. That is what I was going to ask. Really you are 
closer to the atmosphere of the market yourselves than 
the newspapers get? — Indeed, but far more of the invest- 
ing public draw their conclusions from the newspapers 
than individuals. 

9329. You were anticipating the effect what you read in 
the newspapers might have? — I was. 

9330. So far as .the atmosphere of the market was con- 
cerned, you had not any knowledge of it yourself the night 
before? — No, I had not the night before, but I had before 
I dealt, because I asked for a quotation in the market and 

By The 

9335. Chairman: When the firm bought on the 4th 
September and the 11th September it was on the basis that 
gilts were likely to go up? — Yes. 

9336. Which in turn was on the basis that there had 
been no devaluation? — Yes. 

9337. But if there was to be no devaluation, you must 
have thought: “Something will have to be done to 
improve the state of this country”? — Indeed, but if 1 
may put it like this, really our attitude of mind was that 
the extent to which the gilt-edged market had fallen the 
August following the partial devaluation of the French 
franc exaggerated the risk to our currency, and that once 
it was firmly established, as we believed it would be, as 
it was our conviction that there was going to be no de- 
valuation, that from those levels other measures taken 
would be more likely to promote confidence and therefore 
produce a better market. 

9338. What you are saying is that the economic con- 
ditions this country was facing had been more than dis- 
counted, you felt in August? — Yes. 

9339. Then what made you change your view, as I 
understand, on the 19th September were two things, first, 
that you found prices were widening, and, secondly, what 
you had sensed from the newspapers? — Yes, that is so. 

9340. It still surprises me that brokers, as it were, take 
their line from the newspapers, and not the newspapers 
from the brokers? — If I may say so, my Lord, it was not a 
question of our taking our line from the newspapers, but 
as I tried to say in answer to an earlier question, the 
prices are made by the great body of the investing public, 

( The Witne 
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discovered from that that very wide prices were being 
made. 

9331. You went down on the floor yourself? — No, I 
spoke from my office to our dealers. 

9332. It was done with two different jobbers, £10,000 
with Woolf, Christey & Co., and £40,000 with Wedd, 
Jefferson & Co.? — Yes. 

9333. Did it come back to you as a result of this deal 
being carried through in the form of a report from the 
dealer who actually effected it for you, that Wedd, 
Jefferson’s were complaining at all about the night before? 
— No, in no way. 

9334. Or that anything very abnormal had happened the 
night before? — No, absolutely nothing. At that stage I 
knew no more than what was in the Press. 

Tribunal 

and they take their immediate line more from the news- 
paper than from brokers in the short run as far as 
immediate reactions are concerned. 

9341. You mean, the public are more apt to rely on the 
newspapers than on their own brokers? — I would not be 
so disloyal to my own profession as that. 

9342. Apparently the newspapers play a very important 
part? — If I may put it like this, everybody has had a 
chance to see his morning paper before the market opens, 
but they have not had a chance to speak to their broker 
by then. 

9343. Mr. Milner Holland: You gave some instructions 
as to the price limit on the sale of these parcels of Savings 
3s, did you not? — Yes. 

9344. What were they? — That it should not be sold 
below a price of 70. 

9345. That is, the Savings 3s 1965/75?— Yes. 

9346. Can you tell the Tribunal what they fell to when 
Bank rate rose to 7 per cent.? — I think for a short space 
of time the lowest price was about 67J, but I would not 
like to be accurate. 

9347. And it settled down at what? — 68 to a half. 

9348. Is that the sort of figure you would expect on a 
2 per cent, rise in the Bank rate with this particular stock? 
— I would not like to express an opinion on that. I have 
never known a 2 per cent. rise. 

9349. At any rate, you put a lower limit for dealing 
at 70 when you gave instructions for the stock to be sold? 
—Yes, I did. 

withdrew .) 

w morning at 10.30.) 
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Chairman-. Mr. Attorney, before you call the next 
witness I want to have a word with Mr. MacKenna, Mr. 
Megaw and Mr. Stable. The Tribunal as a matter of 
urgency, because we do not want there to be any delays 
in this matter, would like some further information. The 
further information is the same in regard to Lazards, 
which affects you, Mr. MacKenna, Mathesons, which 
affects you, Mr. Megaw, and Royal Exchange Assurance, 
which affects you, Mr. Stable. 

What we would like is a statement of any sales of gilt- 
edged securities during the week preceding the rise in the 
Bank rate in November, 1951, and in the weeks preceding 
subsequent rjses in the Bank rate. 1 have not got the 
information myself, but no doubt those advising Mr. 
Cross can give you at once the dates since November, 
1951, when the Bank rate has been raised. I cannot help 
feeling that by looking at the respective stock books it 
would be possible in the course of the day for those 
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instructing each of you to get the information in the form 
of a statement. 

Mr. Megaw: My Lord, may I say that we were in- 
formed yesterday morning that the Tribunal would prob- 
ably wish that information in relation to the 1956 rise in 
Bank rate, and I was informed late yesterday evening that 
the Tribunal would probably require the same information 
in regard to the 1951 Bank rate. Whether, there were any 
others, 1 do not know, but those are the two we knew 
about. I am able to tell your Lordship straight away, if 
your Lordship wishes 

Chairman : I would rather not hear it now, we will deal 
with it all together when the information is complete. 

Mr. Megaw: As far as we are concerned. My Lord, 
the information will be available almost at once. 

The Attorney-General: I assume copies will be 

supplied to the Treasury Solicitor. 



Mr. Clifford Whitley, sworn 
Examined by The Attorney-General 



( Document H. 12.) 

9350. What is your full name? — Clifford Whitley. 

9351. Do you live at 15, Hay Hill, London, W.l? — Yes. 

9352. What are you?— Company Director. 

9353. What Companies? — Mostly the entertainment 
world, television films. 

9354. On Wednesday, 18th September, did you give a 
small party at your flat in Berkeley House, Hay Hill? 
— Yes. 

9355. Did about 25 people come to it? — About that. 

9356. Did ithe party last from approximately 6 to 9 
o’clock in the evening? — That is night. 

9357. Was a Mrs. Dorothy Campbell one of your 
guests? — She was. 

9358. Do you remember any conversation with her that 
evening? — I do. 

9359. Do you remember anything in particular that she 
said? — Yes, she said that she had heard that the Bank 
rate was going up the next day by 14 per cent. 

9360. Are those the words that she used, to the best of 
your recollection? — To the best of my recollection those 
are the exact words. 

9361. Are you sure it was 14- per cent.? — Absolutely 
sure. 

9362. Were others present when you heard that remark? 
— There were. 

9363. I wtill come back to that conversation in a 
moment. One week later were you with Sir Robert 
Renwick at his flat in Park Lane? — Yes. 

9364. Did the conversation turn to talk about the Bank 
rate leak? — Yes, amongst other things. 

9365. Did you then tell Sir Robert what Mrs. Campbell 

had said? — Yes. What actually happened was— and I re- 
member it very clearly — I knew Sir Robert Renwick’s 
position in the City, and quite casually I asked him what 
he thought about the Bank rate, did he think there was 
any leak. , 

9366. I do not think we need go into it in any detail, but 
you told him about what you had heard Mrs. Campbell 
say? — I did. 



9367. Did he the next day ask your permission to give 
the information to the authorities? — He did. 

9368. Did you agree to his doing so? — I did, with great 
reluctance. 

9369. We have a statement from Sir Robert Renwick 
and he mentions the figure of 2 per cent. Do you know 
how that came about? Did you say that she had said 
2 per cent, on that occasion? — No, I am quite clear that 
what I said was 14 per cent. 

9370. I want to come back to the conversation in the 
course of your cocktail party. I do not know if you can 
help us at all: how did this topic arise in the course of 
the conversation at the cocktail party? You do not 
usually discuss Bank rate at cocktail parties, do you? — 
I do not, but this lady volunteered this information. 

9371. Can you recollect how it came about that she 
volunteered this information? — No, I cannot. 

9372. What led up to- it? — Nothing at all, to the best 
of my recollection. She just said: “I hear the Bank rate 
is going up H per cenit. to-morrow” 

9373. Just out of the blue? — Just out of the blue. 

9374. No questions leading up to the statement, just 
suddenly she mentioned it? — Nothing at all. 

9375. When she made this announcement of what she 
had heard, what was the reaction amongst the guests? — 
There were very few heard if, it was not made to the 
whole room. 

9376. What was the reaction amongst those who heard 
it? — One of rather indifference. It conveyed nothing of 
course until the next day ; I did not take any notice 
of it. 

9377. Not as an unusual observation to be made at a 
cocktail party? — No, I do not think so. 

9378. Was anything said, according to your recollec- 
tion, on the same subject after she had made this state- 
ment -about what she had heard? — Nothing at all. 

9379. The conversation then turned to other matters? 
— Yes. 



By The Tribunal 



9380. Chairman: J want to get the atmosphere of 
this cocktail party. You must forgive me, because m 
-a Tribunal of this sort we have rather to probe into 
people’s private affairs. For a lady suddenly to announce 
at a cocktail party that the Bank rate was going up to- 
morrow, out of the blue, strikes one as rather extraordin- 
ary. Who was there who would be interested in iit? — 
Nobody in particular, just friends of mine. It was an 
extraordinary remark and I took no notice of it until the 

nC 938L y Were there any stockbrokers or jobbers there? 
— None at all. 

9382. Bankers?— No. . ... 

9383. Who was there? — Just personal friends— a solici- 
tor and his wife, and just personal friends who had nothing 
to do with finance or the City in any shape or form ; 
they were just personal friends, mostly people in my own 
world, the entertainment world. 

9384 Nobody as far as you know who would be talcing 
am interest in it?— Nobody with the slightest interest. 

9385. Did she say how she had heard this7 — No, she 
gave no information at all. 

30671 



9386. How did it arise? Was it just out of the blue 
she said that? — Out of the blue she said: “I hear the 
Bank rate is going up 14 per cent, tomorrow.” 

9387. And everybody was indifferent, and at the end 

? — There were only two or three who heard it, who 

were standing round that particular place there. 

9388. But it stuck in your mind, of course? — Absolutely, 
particularly when the -next day I saw it announced. 

9389. You attached sufficient importance to it to men- 

tion it to Sir Robert Renwick? — I did no-t go specially to 
see him, I was round at his flat and we were discussing 
things, and it was about a week later, the conversation 
turned to the Bank rate, and, knowing Sir Robert’s position 
in the City, as a matter of interest 1 said : “ Do you 
ithink there was any leak at all? ” and he was quite 
definite, he said he did not think so ; and then I did 
recall this conversation and, without mentioning any names 
at all, I said I did hear at this particular party 

9390. lit shows you took what Mrs. Campbell said 
seriously? — I did, yes. 

9391. Otherwise you would not have mentioned it to 
Sir Robert? — I took it seriously then. 

I* 2 
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9392. Mr. Milner Holland: You took it seriously at 
the time it was said or did you begin to think Jit had 
some serious implications when a week later there was a 
suggestion that there had been a leak? No, I took it 
seriously the next day when the announcement was made. 

9393. Did it strike you the next day that she must have 
had some ground for saying what she did?— Not neces- 
sarily ; I thought it might have been intelligent anticipa- 
tion, she might have heard some remark, somebody might 
have said something to her. 

9394 That will not do, because your account ot what 
she said was quite clear, that she had heard the Bank 
rate was going up?— Yes. 

9395. That is not consistent with intelligent anticipation . 
— On the part perhaps of somebody who had told her. 

9396. How long have you known Mrs. Campbell? 1 

should think over twenty years. . , 

9397. I would like a little bit more about who was 
at the party. You say “ mostly people in the entertain- 
ment world, a solicitor and his wife ” ; was there any- 
body else there who was not in the entertainment world l 
j us t personal friends ; somebody in the hotel world was 

*1)398. I want to press you about this. Was anybody 
present at the party at all who was in the City or in the 
financial world at all?— I am quite clear there was nobody 
in any shape or form connected with the Orty there. 

9399. You say Mrs. Campbell said it to two or three 
people standing in some .particular part of the room. Who 
was there? You were there?— 1 was there. 

9400. Who else?— My wife and a Mrs. Galletly and 

a Mr. Bobby Howes. . „ _ . 

9401. That was the group, was it? — That was the group 
at that particular moment, yes. 

9402. Was the remark addressed to .that group or to 
one of the group? Was it addressed to you or to your 
wife or to Mr. Howes or to Mrs. Galletly?— Rather gener- 
ally, just casual conversation. 
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9403. Just this group standing there having cocktails 
and this remark came up? — Yes. 

9404. And then the conversation changed? — Yes. 

9405. Did it strike you at the time as Tather an odd 
remark for Mrs. Campbell to make?— Not at the time, 
no. 

9406. You have known her for twenty years. Do you 
know whether she is in any way connected with the City 
or business at all?— Mrs. Campbell is a woman with a 
very wide circle of friends ; I would not know who her 
friends were, but I have no knowledge of any particular 
friendship with the City. 

9407. Is she in the entertainment world?— Not today, 

n °9408 Mr Veale: When Mrs. Campbell made this re- 
mark what was the next thing that was said? Did anyone 
answer? — I cannot recall. It was not pursued at all, 
that remark. She just said: “I hear the Bank rate is 
going up li per cent.” I do not remember anything after 
that even appertaining to it. 

9409. Had there been any talk on financial matters at 
all that evening? — None at all. 

9410. So there was no talk of any financial matter before 
or after this remark? — Not that I heard. 

9411. Mr. Milner Holland: There can be no doubt in 
your mind, can there, that Mrs. Campbell said she had 
heard the Bank rate was going up?— No, I have no 
doubt whatever. 

9412. No doubt at all?— No doubt whatever. 

9413 You do not think she said that she herself thought 
it was' eom8 up?— No. I am quite dear she said she 
heard the Bank rate was going up. 

9414. What sticks in your mind is that she said sue 
had heard the Bank rate was going up?— Absolutely. 

9415. You feel no doubt whatever that she said that7 
— I am quite clear about it. 



Re-examined by The Attorney-General 



9416. Was this conversation at the beginning or about 
the middle or towards the end of the cocktail party? 

To the best of my recollection I should say it was about 
half way through. „ _ ... 

9417. About half past 7?— No, actually Mrs. Campbell 
left before several of the others. 

9418. About what time?— I think she left about 

S °’ Cl “*' (TheWimess 



9419. You say the party lasted from 6 to 9?— Yes. 

9420. You think she left about 8 o’clock? Half past 7 
to 8, 1 think it was. 

9421. The conversation was between half past 7 and 
8 o’clock ; would that be right? — Round about that time, 
I should think. 

vithdrew.) 



Sir Robert Renwick, sworn 
Examined by The Attorney-General 



9422. Is your full name Sir Robert Renwick? — ‘Yes. 

9423. Do you live at Herne’s Cottage, Winkfield, nea: 

Windsor?— Yes. . _ T _ „ „ ~ 

9424. Are you the senior partner in W. Green weu « go. 
stockbroljers? — Yes. 



the story, and I said “Surely the lady must have said 
2 per cent.” He said “No, li as far as I can recollect . 
I said “ I think it is just one of those stories and I again 
rather pooh-poohed it. • 

9429. You have been sitting here while Mr. Whitley gave 



S °9425°Cta S Thursday 26th September, did Mr Clifford his does what he has said today corre- 
Wh itley ot IS, Hay Hill, come to see you about 5 o clock mlTy^i tot occasion?-Tha. is 

‘£s°? s was ™ r ' y ° U “ k ab ° U * *%431. Did you sleep Oh it and itbea get his consent to 
' 9427 D?d'he then tell.you what had happened at his commmiM tins pSSfsecretary's 

“33? P CV^, b o1SrLT y r„eoll=o,io„ did Setter” iCthe papers » MrVilson, and I dtough, then that 
'^SLv Sd ’ 94™ Yim did Communicate it to the au.hori.ies7-Tha. 

is so. 



ne say t X iU.au UCCU 'ymiu-yuumug twwo or. “ ' 

said I did not think there was one. Mr. Whitley said 
wonder if I ought to tell you this story ” and he told 

By The Tribunal 

9433. Chairman: What was this business that he came Mr. Whitley, 
to see you about on the 26th — was that connected with the 
entertainment world?— It was indeed. 

9434. Nothing to do with stocks and shares?— Nothing 
at all. 

9435. I do not know that I quite follow why, in your 
statement, you say you were told that the Bank rate 
was going to go up 2 per cent. I gather you now say 
that is wrong, that you were told 1^ had been mentioned? 

— Mr. Whitley clearly said li, and I said “ Surely, why 
li, why not 2 I did' not take the story very seriously 
at the time, I was anxious to get home and I rather 
pooh-poohed the whole thing. It was only in the morning 
when t hinkin g it over I thought it should be passed on, 
and I did not discuss it with Mr. Whitley over the tele- 
phone, I thought it was improper, so I passed it on at 
2 per cent. 2 per cent, did arise from me and not from 

( The Witness withdrew .) 



In our conversation I said it must have 

been two. 

9436. Mr. Milner Holland : You appreciate, of course, 
that the importance of Mr. Whitley's evidence is that in 
his recollection Mrs. Campbell said she had been told 
that the Bank rate was going up. Is that what he told 
you? — That is what he told me. 

9437. He did not tell you that the lady at the cocktail 
party had said that she thought the Bank rate would go 
up? — No. 

9438. He told the story in the form in which he told 
it to us today : she said she had been told? Yes. 

9439 Did not that strike you as rather an odd thing, 
if true?— It did, but I did not want a story like that to 
get about, so I rather pooh-poohed the whole thing, and 
we did not discuss it for very long. I thought it was odd. 
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■Mrs. Marjorie 
Examined by The 

9440. What is your full name? — Marjorie Gellatley. 

9441. Do you live at 23, Moulton Court, London, 
S.W.7?— Yes. 

9442. Were you one of the guests at a cocktail party 
given toy Mr. Clifford Whitley at his fla.t, and on the 
evening of Wednesday, 18th September? — Yes. 

9443. Were there about twenty-five people at the party? 
—Yes. 

9444. Do you know a Mrs. Campbell? — I met her for 
the first time that evening. 

9445. Do you remember Mrs. Campbell saying any- 
thing? — Yes. 

9446. What did she say? — She said : “ I have come from 
the City this afternoon, and I hear the Bank rate is going 
up tomorrow”. 

9447. Did she say by what amount? — Yes. 

9448. What did she say? — 1-J per cent. 

9449. How was it, according to your recollection, that 
this statement came to be made. What led up to it? — 
Nothing at all ; she just said it out of the blue. 

By The 

9457. Chairman: It is very difficult to remember these 
things, but you have contributed something more than 
Mr. Whitley. You say that Mrs. Campbell said that she 
had come from the City that afternoon? — Yes. 

9458. Are you quite clear she said that? — Yes. 

9459. She did not say what she had been doing in the 
City? — We were not interested. 

9460. I know you were not ; I do not suppose you were 
interested in the rise in the Bank rate? — No. 

9461. But you do remember something of the conversa- 
tion? — Yes. 

( The Witness 

The Attorney-General: I have not Mr. Bobby Howes 
here, he is somewhere up in the north country. Mrs. 
Whitley, who is on the south coast, has said she has no 
recollection of this conversation. So unless your Lord- 



Gellatley, sworn 
Attorney-General 

9450. What happened after it was said? — We were more 
interested in Mr. Bobby Howes. 

9451. He was at the party too, was he? — Yes, he was 
sitting between Mrs. Campbell and myself. 

9452. Where was Mr. Whitley — you were all sitting on 
a sofa, were you? — He was standing just in front of us. 

9453. Where was Mrs. Whitley? . . . You do not 
remember? — No. The room was not very large. 

9454. At any rate, is your recollection quite clear about 
that? — Not until the following day ; then I remembered 
it. It became significant ; it was not significant at the 
time. 

9455. 1 appreciate your saying you did not attach any 
significance at the time, but knowing the Bank rate was 
raised by 2 points it became significant? — Very significant. 

9456. I am asking you this: Have you any doubt in 
your mind as to the effect of what Mrs. Campbell said 
that evening? — No. 

Tribunal 

9462. She did not say what she had been doing in the 
City? — We did not ask her. 

9463. Of course, with all those other attractions present, 
why should she suddenly mention a rise in the Bank rate? 
— 1 do not know. 

9464. Did Mr. Bobby Howes appear to be interested in 
that sort of finance? — No. 

9465. But you are quite clear she said she had come 
from the City? — Yes. 

9466. And you are quite clear that she said that she 
had heard in the City that !tbe Bank rate was going up 
the next day 1-J per cent.? — Yes. 

withdrew .) 

ship is desirous of hearing them, 1 was not proposing to 
call either of them. 

Chairman : That is quite right. 

The Attorney-General: I call now Mrs. Campbell. 



Mrs. Dorothy Campbell, sworn 
Examined by The Attorney-General 



9467. What is your full name? — Dorothy Campbell. 

9468. Do you live at 17, Selwood Place, London, 
S.W.7?— Yes. 

9469. Do you remember going to a cocktail party at a 
flat of Mr. Clifford Whitley? — Yes. 

9470. Some time dn September, 1957? — Yes. 

9471. You have made a statement about this, have you 
not? — Yes. 

9472. I will itake you through that statement first, before 
asking you further questions. Can you remember what 
topics were discussed at that party? — No. 

9473. Were most of the guests unknown to you? — 
Every one of them. 

9474. Can you remember whether or not, that evening, 
the 'Bank rate was discussed? — No. 

9475. Did you say in your statement that it was quite 
possible that it might have been discussed, but that you 
could not be sure about that? — I cannot remember. 

9476. Perhaps you would like to have a copy of your 
statement in front of you. (Same handed .) You said in 
your statement, did you not, that you could not remember 
whether at that party the Bank rate was discussed or 
not? — It was not discussed by anybody but me. 

9477. I am just asking you? — Nobody discussed it. 

9478. Did you say in your statement — I want to take 
you through this statement if you will follow me — that it 
is quite possible that the Bank rate may have been 
discussed, but you cannot be sure about that? Is that 
what you said? 

9479. Did you go on .to say : “ It is possible I may have 
said that I thought the Bank rate would go up”?— Yes. 

9480. “ But I certainly never said that I heard that it 
was going up ”? — No, I had not heard. 

9481. “ Or that I even thought it was going up by any 
specific amount ”. Is that what you said? — This is in the 
statement, yes. 

9482. Did you say you were in no position and had 
no access to any information which would enable you to 
express such a view? — That is quite correct. 
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9483. Did you say in your statement that you had no 
acquaintance with any Civil Servants in the Treasury? — 
That is quite correct. 

9484. Or with Ministers? — Quite correct. 

9485. Or with anyone in the Bank of England? — Quite 
correct. 

9486. Nor had anybody at all, told you anything either 
about a proposed increase in the Bank rate or any other 
measures contemplated by the Government? — No one 
at all. 

9487. Affecting either the internal or external economy? 
— No one at all. 

9488. Did you say also that you did not personally sell 
or cause to be sold any stocks of any kind during the 
month of September, 1957? — That is quite correct, I did 
not sell anything. 

9489. And that you did not advise anybody to sell? — 
That is correct. 

9490. You had said that most of the guests at that party 
were unknown to you. It is true that you knew Mr. 
Whitley?— I had not seen him for over twenty years. 

9491. You have been sitting here this morning, have 
you not?— Yes. 

9492. This was a party, was it not, largely of people 
from the entertainment world? — Yes. I did not know 
anybody though. 

9493. But the paTty went on some time, did it not? — 
I left early. 

9494. The Bank rate was not a subject of discussion 
that evening at that party? — No. 

9495. Thinking back to it now — you have heard the 

evidence of Mr. Whitley and Mrs. Gellatley — did you not 
say something about the Bank rate yourself that evening? 
— It was out of .the blue ; I just thought of something to 
say, and it was completely out of the blue. I never 

9496. Did you say something about the Bank rate that 
evening? — I only remembered it when a representative 
called on me, because it went out of my head the moment 
I had said it. 

1*3 
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9497. I am not asking you when you remembered it ; 

I am asking you whether you are saying now on oath 
that you did say something about the Bank rate that 

eV 9498 8? Do you remember now what you said?— -I cannot 
remember whether I said “I think” or I have been 
told ” but I certainly was not told, and it was purely out 
of the blue like I might say, “ It might snow tomorrow . 

9499. That may be a more likely subject for discussion 
at a cocktail party where people from the entertainment 
world are present, than a mention of the Bank rate, but 
let us get this clear : you are saying now that you did 
say something about a possible rise in the 'Bank rate. 

9500. When did you recollect that you had said that? 
— When I was called on a month later. 

9501. After you were called upon, a statement was sent 
to you, which you have in front of you, for you to sign? 
— Yes. I had to be reminded where I had been on that 

9502. After you had had this visit, you were sent a 
statement embodying what you told the representative 
who came to see you for you to sign? — Yes. 

9503. And you signed it and sent it back? — Yes. 

9504. So that at the time you signed it and sent it back, 
you knew that, in fact, you had said something about 
the Bank rate?— Well, I did not attach very much 
importance because it was completely in my head one 
minute and out the next. 

9505. That may be, but I am asking you this now: 
you having remembered that you had said something 
about the Bank rate when the representative came to call 
upon you, why did you say in the statement, that he 
subsequently sent back : “ It is possible I may have said 
that I thought the Bank rate would go up, but I certainly 
never said that I had heard it was going up, or that ) I 
even thought it was going up by any specific amount”? 
— I could not remember ; I had something else on my 
mind. 

9506. Let us see if we can get this clear : you heard 
Mr. Whitley’s evidence? — Yes. 

9507. Did you refer to the Bank rate going up H 
per cent.?— That is what they said ; I must have said it : 
I do not know. 

9508. You accept that?— I will accept it, yes. 

9509. Had you been in the City that afternoon?— 
Nowhere near the City. 

9510. Why should you say at a cocktail party, suddenly 

out of the blue, something to indicate you had been in 
the City?— I did not say I had been in the City ; I had 
been nowhere near the City. _ 

9511. Do you know anyone in the City? — My broker. 

9512. Who is that?— Mr. Benjamin of Levy Langner 

9513. Had you spoken to anyone that day who had any 
City connections? — No-one. 

9514. Or the day before? — No. 

9515. Mr. Whitley says you have a wide circle of 
acquaintances. That is right, is it not? — Yes. 

9516. Does that include such people as company 
directors and their families? — I cannot recall any at the 
moment. 

9517. You said in your statement that you have no 
acquaintance with anyone in the Bank of England? — To 
my knowledge, I have not. 

9518. Have you any acquaintance with any members of 
the families of any Directors of the Bank of England? 
—No. 

9519. Do you know any of the Keswick family? — No. 

9520. Male or female? — No. 

9521. Or of the Kindersley family? — No. 



9522. Or of any other families connected with the Bank 
of England? — No. 

9523. The Treasury?— No. 

9524. I must ask you this now: how came it that at 

this cocktail party at about half past seven in the 
evening ?— I had left before half past seven. 

9525. How came it that at that cocktail party you 
suddenly out of the blue made this surprising statement? 
— It was just one of those things that I said out of the 
blue and forgot .about ; I could not think of anything 
to say. 

9526. Did you think it would be of particular interest 
to Mr. Bobby Howes?— No. I just said it out of the 
blue ; it was no connection with anything. 

9527. Had anyone been discussing with you that day 
or the day before anything about the Bank rate?— No-one. 

9527. Nothing to bring the Bank rate to your mind? — 
No. 

9529. Then suddenly at this party you come out with 
a statement about the Bank rate? — Just a wild thought. 

9530. Had you had any dealings of any kind on the 
Stock Exchange recently? — No. 

9531. Before that date?— Not for quite a while. I can 
show you a letter from my stockbroker. 

9532. When was the last dealing that you had?— I do 

not remember. . 

9533. When had you last had any conversation with 
your stockbroker?— Maybe a fortnight later. 

9534. Had you had any conversation with your bank 
manager or anyone like that that day? — No. 

9535. With whom had you lunched that day?— I had 
a luncheon appointment but I mistook the place, forgot, 
so I lunched alone. 

9536. Whom did you see in the afternoon? — I do not 
know; I think I saw my osteopath, because I -had 
neuralgia. 

9537. Where were you going to lunch, if you mistook 

the place? — I was going to lunch with two women friends 
of mine. . 

9538. Where?— T thought it was at the flat and it was 
not, it was a restaurant. T went to the flat and no-one 
was there, so I went back home. 

9539. If I follow you, you did not see anyone who was 
in any way connected with business that day? — No one. 

9540. In fact you spent the day by yourself, did you?— 
No. I had a friend of mine dining with me. That is 
why I left the cocktail party early. 

9541. Before the cockitail party you had spent all day 
by yourself, had you? — Yes. 

9542. No telephone conversations? — Nothing to do with 
the Bank rate. 

9543. Telephone conversations with anyone who was 
engaged in business or the City? — No, no one in the City 
that day. 

9544. Or the wives of anyone in the City?— No. 

9545. Had you been in England for some time before 
the 18th September?— I was in Scotland. 

9546. What dates were you in Scotland? — I went up on 
the 12th and got back on— I am not qujte sure— maybe 
the 14th. 

9547. Where did you go to? — Where in Scotland? 

9548. Yes?— Kinnaird Castle. 

9549. Where is that?— In Angus. 

9550. Did you come back through Edinburgh or 
through Glasgow?— Edinburgh. 

9551. Do you think that was the 14th? — I am not quite 

sure, unless I look it up in my diary- _ - 

9552. Have you got your diary here? — No. 1 stayed 
one night in Edinburgh and came down alone by tram. 

9553. Tell me who lives at Kinnaird Castle? — Lord 
Southesk. 



By The Tribunal 



9554. Chairman-. You are Mrs. Dorothy Campbell? — 
Yes. 

9555. And you are also known, I understand, as Mrs. 
Archie Campbell? — Well, my husband has married again. 

9556. Forgive me for asking, but were you at one time 
yourself in die entertainment world? — A long time ago. 

9557. It is very natural that you should keep in touch 
with and know one or two people in the entertainment 
world now? — Very few. I have not seen Mr. Clifford 
Whitley for about twenty years, except on one occasion, 
on August Bank Holiday, when he was at a friend’s 
house, and that is the first time I had seen him for about 
twenty years. 



9558. I suppose in the course of twenty years you have 
known a number of people in the entertainment world? 



9559. Douglas Fairbanks?— Yes. 

9560. A number of people?— Yes. 

9561. What makes you now remember that you did 
nention the Bank rate at this cockitail party?— Well, I had 
o be reminded, because it was a complete thought out 
if the blue, and it went as soon as it came into my head. 

never thought any more about it. 

9562. Let us see. On the Thursday afternoon you 
ealised that what you had said had been very nearly 
rue, did you not?— Well, I half— I did not really con- 
:entrate on it, because I was not really 
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9563. Never mind whether you concentrated on it, you 
saw and realised on the Thursday evening that the Bank 
rate had gone up? — Yes, I did see that with rather a 
shock. 

9564. And you suddenly thought : “ I was very nearly 
right yesterday,” did you not? — Yes. 

9565. It is not very often that it happens that one has 

the foresight ? — It sometimes happens with me. 

9566. At any rate, it struck you at once that you had 
had considerable foresight? — Well, it did. 

9567. And the next thing that happens is that the 

representative from the Treasury Solicitor comes to you 
quite recently and asks you if you remember. Am I right 
in thinking that you told him you could not remember 
whether you had said anything? — I was much more 
worried about a Court case 

9568. That is not an answer to my question. Did you 
tell the Treasury Solicitor that you could not remember 
whether you had said anything? — It was not at the top 
of my mind, my Lord, I am awfully sorry. 

9569. I will ask you again so that you can give an 
answer to the question and explain afterwards. You 
did tell the Treasury Solicitor, did you not, that you 
could not remember whether you said anything? — Yes. 

9570. Now I ask you what makes you remember today? 
— Because I have been thinking a lot about if. 

9571. You have also heard Mrs. Gellatley give evidence 
and Mr. Whitley? — Yes. 

9572. There is no reason why hey should invent any- 
thing, is there? — No. 

9573. You are now perfectly clear that you did say 
something about the Bank rate? — Yes. 

9574. Let us go a step further. Did you not say that 
you had come from the City that afternoon? — Never. 

9575. Have you got a diary? — I have, a.t home, but I 
had never been near the City. 

9576. Is your diary at home? — Yes. 

9577. Could somebody ring up for you? Have you a 
resident maid? — I have a maid there. 

9578. Could you get somebody to ring up, or the 

Treasury Solicitor to ring up? — Could I get my brother 
to? I have a maid .there, and she could read out 

9579. I would rather she brought it down here? — 
Certainly. 

9580. And delivered it to the Treasury Solicitor?— May 
I ask my brother to ring? 

9581. We will arrange for it as soon as you have left 
the witness-box, if that can be done. Is this right, that 
you went to the cocktail party? When did you arrive 
there, at about half past six?— About half past six. 

9582. You came straight from your osteopath, is that 
right? — No, from home, because I picked up my little 
dog. 

9583. Who is the osteopath? — A man called HopeweJl- 
Ash. 

9584. Where does he live? — Chesham Court. 

9585. You had been there that afternoon?— Well, I 
think so. It is awfully difficult to remember. It is in my 
diary — but I missed my lunch in the diary, and that is 
written, and I did not accept that. 

9586. Do you ever lunch in the City? — No. 

9587. You say that you do not know any Director of 
the Bank of England? — No. 

9588. Do you know the Directors of the Bank of 
England by name?— Well, I get muddled up with Lord 
Kindersley and Cobbold ; T do not know which one is 
which. 

9589. You do not know Lord Kindersley? — No. 

9590. And you do not know the Governor? — No. 

9591. That is Mr. Cobbold. Sir George Bolton? — No. 

9592. Mr. Keswick? — No. 

9593. What about Mr. John Keswick? — No. 

9594. You have never met him? — No. 



9595. Do you know what he looks like? — No. I had 

no information, it was just 

9596. I am not asking you that at the moment. You 
say you know none of the Keswick family? — No. 

9597. Mr. Milner Holland'. Do you know, could you 
tell us now, who are Directors of the Bank of England? 
—No. 

9598. Then how can you say that you do not know any 
of them? — (No answer .) 

9599. Mrs. Campbell, are you really giving your mind 
to this question at all? — Yes, I am. 

9600. How came it that Mr. Whitley invited you after 

this long ? — Because I saw him in the country over 

August at a friend’s house. 

9601. It is the August Bank Holiday meeting? — Yes. 

9602. When you came down from Edinburgh, did you 
come down on the day train or the night train? — I stayed 
one night with my brother-in-law. 

9603. When you came down from Edinburgh, did you 
come down on the day train or the night train? — The 
day train. 

9604. Do you remember at what time it leaves Edin- 
burgh? — I left Haddington. I stayed the night with my 
brother-in-law. 

9605. Yes ; and you met no one on the train? — No. 

9606. No one at all? — Not that I remember, because 
I had my puppy with me. I did not know anyone. 

9607. Can you think now why you should have picked 
on H per cent.? — I could not tell you. It was completely 
a fluke. 

9608. Mr. Veale : I understand that you told the repre- 
sentative of the Treasury Solicitor that you did not 
remember saying anything about the Bank rate, and you 
have told us today that you do remember saying some- 
thing about it. What is it that you remember now that 
you did say? — Well, it went out of my head. I never 
thought of it again, as I say, until he came. It was out 
of the blue. I do not remember. I cannot think of 
things that 1 was not concentrating about or thinking 
about. There is no connection. 

9609. What is it you now remember?— Everybody tells 
me I have done it, so I must have done it or said it, that 
is all. 

9610. Are you saying that you do not remember, but 
everybody says you said it, so you must have done? — 
Well, more or less, yes. 

9611. I would like to know. Do you remember saying 
something about the Bank rate, or do you not? — I only 
remembered saying it when it was pointed out, because 
I could not think of anything to say, and I just dropped 
a bombshell. 

9612. Do you when you go to parties talk about stocks 
and shares and financial matters? — Not really, no. 

9613. Do you sometimes?— I prefer to talk to my 
women friends about it. 

9614. Do you yourself follow stock markets?— Up until 
July I did, very closely. 

9615. So that up to July you would be quite frequently 
dealing on the stock market? — Yes, up till July. 

9616. And you stopped in July? — Yes. 

9617. I do not want to pry into your private affairs, 
but can you tell us why that was?— Because I wanted to 
sell everything in July, and I was talked out of it, and 
so I did not sell anything. 

9618. So up till July you were, at all events, frequently 
in touch with your stockbroker?— Yes, I was. 

9619. Then you would appreciate, I suppose, what effect 
a rise in the Bank rate might be likely to have on interest 
rates? — No. I do not know anything about tbat. I do 
not know a thing like that. I go on my hunches more 
than Bank rate. I do not understand that. 



Further examined by 

9620. Did you know that the Bank rate was normally 
changed on the Thursday?— I had no idea. 

9621. You referred to “ tomorrow ” ; that would be the 
Thursday, would it?— Yes, I do not think I said tomorrow. 

[ do not know ... 

9622. Chairman: Mrs. Campbell, I do not want you to 
leave this room until the diary comes. — All right 

(The Witn 



he Attorney-General 

9623. Will you go and sit with your brother and ask 
Mm, or perhaps he can go with a representative of the 
Treasury Solicitor and ring up, and have the diary brought 
here and delivered directly into the hands of the Treasury 
Solicitor?— Could my brother fetch it? 

9624. No, I would rather it was done in the way I said. 
— All right. 

s withdrew .) 



30671 
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Mr. Iain Macleod, sworn 



Examined by The 

9625. Is your name Iain .Macleod? — Yes. 

Chairman: I said that Mrs. Campbell was not to leave 

th 9626. m r he Attorney-General: You are the Minister of 
Labour and National Service?— Yes. 

9627 Did you see representatives of the Trades Union 
Congress and the British Employers’ Confederation on the 
afternoon of Wednesday, l&th September, 19577— Yes, 1 

***9628. Did you know then that the Bank rate was going 
to be increased? — No. , . . . _ .. . 

9629. Did you first hear of that decision at the Cabinet 
meeting on the Wednesday morning?— On the Thursday 

m< 9630. S On the Thursday morning? — On the Thursday 

m 9631. 8 Had there been a discussion at the Tuesday’s 
Cabinet about whether other measures would be enough? 
— We had discussed whether the measures that we had 
decided on were enough by themselves, or whether they 
needed reinforcing by an alteration in Bank rate. 

9632. Was your decision to see representatives of the 
T.U.C. and British Employers’ Confederation the result 
of a decision of a policy committee of the Cabinet?— Yes, 
it was. It would have been normal to see them. 

9633. Parliament was not sitting at that time? — No. 

9634. If Parliament had been sitting, would it have been 
possible for a statement to have been made by the Chan- 
cellor in the House? — Yes, that is so. 

9635 Then there would be no question of discourtesy it 
anv individuals had not been previously informed?— No, 
because there would probably have been a debate as well 
as the statement. e 

9636. Did you see three .representatives of the Irades 
Union Congress at about a quarter to six on the 18th 
September? — Yes, I did. 

9637. I think you had been to Luton that day, and that 
is why the time of six was fixed, rather late in the evening? 
—Yes. I had just got back a few moments before that. 

9638. Did you see Sir Vincent Tewson, Sir Tom 
Williamson and Mr. T. Yates together?— Yes. 

9639. Did you tell them of two pending developments, 

namely the determination of the Government to hold the 
investment programme in the public sector for two years 
at 1957-58 money values?— Yes. 

9640. And in the private sector to hold bank advances 
at the same level for the coming year as in the past?— Yes. 

9641. Did you tell them that the Chancellor would make 
a statement on the following day before flying to Washmg- 

9642. Do you .think you had a copy of ithe Ohancellor of 
the Exchequer’s statement with you at that time?— I think 
I had a copy of one of the earliest drafts, which I kept 
with me. I did not use it at the meeting 

9643. Did you give it or show it to either of them/— 
I did not give it. It is possible I quoted from it, hut I 
think I used my own words. 



Attorney-General 

9644. Did a shout discussion follow the information? — 
Yes. 

9645. I think it was suggested that building controls 
might be reimposed, among other things? — Y es, that was 
mentioned, I think, by Sir Tom Williamson. 

9646. Was anything said about the Bank rate? — No, 
nothing. 

9647. Were any questions asked about Bank rate? — No. 

9648. Did your meeting with the trade union representa- 
tives go on until nearly half .past six? — Yes. 

9649. Did you then see representatives of the British 
Employers’ Confederation? — Yes, I did. 

9650. Was Sir Harold Emmerson with you at the time 
of both interviews?— At both interviews, yes. He is 
my Permanent Secretary. 

9651. At half past six did you see Sir Colin Anderson 
and Mr. Pollock, the representatives of the British Em- 
ployers’ Confederation? — I did. 

9652. And did what you said to them follow what you 

had said to the T.U.C. It followed .the same pattern. 

9653. Was there anything said at that meeting about 
the Bank rate? — Nothing. 

9654. Or any questions asked about it?— No. 

9655. Did the representatives of the Confederation fore- 
see the impact of the measures you disclosed on industry? 

Yes. They said they would discuss .that 'with their 

Council. 

9656. Did they tell you they would call a meeting on 
the following morning in order to discuss what to say to 
the Press after the Chancellor’s statement had been made / 
—Yes. I think they expected the Press would get on to 
them, and they wanted to be ready, I dare say, with some 
statement. 

9657. Did they leave you soon after 7 p.m. ? — Shortly 
after seven. 

9658. I think there was .at one time to have been a 
third meeting that evening for you with your Public 
Relations Officer and his Deputy? — It had been suggested 
that I might like to see them to tell them something of 
what I had told the T.U.C., in case we got questions from 
the Press at the Press Office. 

9659. Did you think it right to cancel that?— Yes, 1 
cancelled that meeting. It never took place. 

9660. On security grounds?— Well, I thought there was 
nothing they could do that night, and if they had to be 
told anything about the Chancellor’s statement it would 
be as well if they were told next morning. 

9661. Did you ask Sir Harold Emmerson to tell Mr. 
Richardson about those measures on the Thursday mora- 
j ng 7 — Yes, of course, the two measures that T fold 
the T.U.C. and B.E.C. only. 

9662. Those tiwo only?— Yes. 

9663. Nothing about the Bank rate? — No. 



By The Tribunal 

9664 CMmto: «... you told to T.V.C. and to toChancdlofs statementl-Yes, tot was dearly „der- 
British Employers’ Confederation was confidential until stooa.^ ^ ^ was made dear, was it?— - Yes. 

(The Witness withdrew .) 



The Attorney-General: My Lord, I have 'Mr. Pollock 
here and Sir Thomas Williamson of the British Employers 
Confederation and the T.U.C. respectively. Your Lord- 
ship will see that their statements confirm in every particu- 
lar what Mr. Macleod has just said. I can, if your Lordship 
requires it, call them. 

Chairman: Yes, I think they should be called. You can 
do it quite shortly. 



The Attorney-General: I am in this difficulty. I have 
now been told that they will not be here until this after- 
noon. I thought they were here this morning. 

Chairman: Very well. . 

Mr Winn : If your Lordship pleases, it was proposed 
to take together the De Zoete & Gorton particulars. No. 5 
in today’s list, and Mr. Vaughan Morgan. 



9666. Are you Minister of State to the Board of Trade? 
—Yes. 

9667. When did you take that office? — On 17th 
September. 

9668. We wanted to go into this matter. Are you a 
Trustee of a marriage settlement trust of H. G. Cobham? 
—Yes. 

9669. Your co-Trustee being a John L. Mawdesley?— 
Yes. 



Mr. John Kenyon Vaughan Morgan, sworn 
Examined by Mr. Winn 



9670. This is Deal No. 14 in De Zoete’s list. Is it a 
fact tot on the 18th September that Trust sold through 
MessS Lethbridges to Wedd, lellerson, the jobbers, two 

“fl^SSf trfCl^nli.ies, in fact it was £594 
nomtol of Anshalia fi per cent, and £100 nominal of 
Australia 3 per cent.? — Yes. 

9672. Did you personally have any knowledge, before 
that transaction was carried out, that it was going to be 
done? — No. 
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9673. Who actually decided that the sales should be 
made? — Mr. Mawdesley. I saw 'Mr. Mawdesley at the 
end of August when I came to my office at the Ministry 
of Health at that time, and signed certain papers leading 
to a request for an affidavit to settle probate of my 
aunt’s estate. After that, the securities, as I understand, 
were sold to pay the death duties, and of course I did not 
know about it until the transfers came into my hands 
some weeks later. 

By The 

9678. Chairman : I am not quite clear whether you said 
it, but those sales were both made through De Zoete & 
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9674. Had you any personal dealings on your own be- 
half in September of this year? — No. 

9675. Or on your wife’s behalf or family’s behalf? — 

No. 

9676. This is the only transaction with which you were 
in any way, however indirectly, concerned? — Yes. 

9677. You have not seen Mr. Mawdesley since the date 
you gave, which I think you confirm is the 22nd August? 
— It was albout 22nd August, yes. 

Tribunal 

Gorton, stockbrokers? — I would not know the name of 
the stockbrokers. 



Mr. John Kenyon Vaughan Morgan 



{The Witness withdrew .) 



Mr. Miles Hermann De Zoete, sworn 
Examined by Mr. Winn 



9679. You are senior partner in the firm of brokers, 
Messrs. De Zoete & Gorton? — Correct. 

9680. I need not take you in any detail through your 
statement, which is B.43. I wanted to look at a letter 
of the 10th December, B.43, Part 2, annotated. You 
were good enough to write that letter to the Treasury 
Solicitor, were you not? — Yes. 

9681. In that letter you set out a number of transactions. 
Are these all the transactions in gilt-edged stock that your 
firm of brokers carried out between 16th September and 
the announcement of the change in the Bank rate? — They 
are. 

9682. Both sales on behalf of clients and purchases ; 
both the sales and the buying transactions? — They are. 

9683. With a schedule? — Yes. 

9684. Is No. 14 of the sales a sale which we have 
just heard about from Mr. Vaughan Morgan on behalf 
of the trust of which he was a trustee, and was it done 
for the account of Lethbridges? — It was. 

9685. Who are Lethbridges? — Solicitors. 

9686. Does it happen that that same firm of Solicitors 
instructed you to buy gilt-edged on the 19th before the 
change in the Bank rate? It is the fourth from the end 
in the list, £2,750 Victory 4 per cent.? — Yes, they did. 

9687. That is the same firm of Solicitors, and that was 
a buying order on the morning of the 19th? — Yes. 

9688. There are a number of other deals here. I was 
not minded to draw any attention to any particular ones, 
but perhaps you would help me to this extent. Is it right, 
with regard to the second item, for example, for account 



of the Westminster Bank, Ltd., Trustee Department, 
Grosvenor Gardens, that that branch of the bank was 
buying gilt-edged on the morning of the 19th? You see 
it at the top of the last page? — Yes, a small amount. 

9689. I asked you whether they were buying. They in 
fact bought more than the sale we were looking at. Do 
you see just below Deal No. 4 there is a sale for Mrs. 
Parry, £500 Funding 4 per cent.? I am looking at your 
own list, Deal No. 4. Between that and No. 5 you see 
a sale for Mrs. Parry of £500 Funding 4s.? — Yes. 

9690. Between that and No. 5 you see a sale from 
Mrs. Parry of £500 Funding 4’s? — Yes. 

9691. Was that a reinvestment 'transaction? I will not 
take up time if you have not studied this list? — I cannot 
tell you that. 

Mr. Winn \ The list speaks for itself and I will deal 
with dt otherwise. Might I just draw attention to the 
fact that that is in fact a reinvestment transaction as shown 
from the schedule. 

Mr. Milner Holland : It is first on the list of the 4’s. 

Mr. Winn : Major Philips is also a reinvestment. The 
Public Trustee was buying gilts >on itbe 19ith in the morn- 
ing. The National Bank of India, No. 7, were buying 
gilts. On itihe morning of the 19th, the deal between 10 
and 11, that is, the Merchant Navy Officers Pension Fund, 
was a reinvestment transaction. Mesa's. Lethbridges, 
No. 14, I have referred to. The Mrs. Hill transaction 
between 17 and 18 was reinvestments. That is all tihat I 
can helpfully draw attention to. 



( The Witness withdrew .) 



Mr. Rein Adriaan Vreede, sworn 



Examined 

9692. Do you live at Farmleigh, Gratton Drive, Worth, 
Crawley? — Yes. 

9693. Are you the senior partner in the firm of bankers 
known as B. W. Blydenstein & Co. of the City?— Yes. 

9694. Has that firm four partners: yourself, Mr. 
Oerlemans, the Twentsche Bank (London) Ltd., and the 
Netherlands Trading Society (London) Ltd.?— Yes. 

9695. It seems to be a company with a Dutch associa- 
tion ; is that right?— Yes, the shares of the two companies 
which form the partnership are owned by two of the big 
banks in Holland. 

9696. Do Blydenstein undertake banking business apart 
from acceptances? — Yes ; we do not accept. 

9697. Did you find in August and September of this 
year that there was a tendency for deposits to be with- 
drawn? — That had been a process that had been going on 
for a number of months. I looked at the last days before 
the Bank rate ohanged in September and then the process 
was rather marked. 

9698. It was accelerated rather in the first half of 
September, particularly in the week beginning the 16th? 
— Yes, it was rather marked. 

9699. Did that make it necessary for your business to 
become more liquid, to have more cash in hand?— Yes, 
that would be the natural thing to do. 

9700. Dad you therefore take a decision on the 18th 
September to sell Treasury balls and also on (that day a 
holding 'Of gilt-edged?— Yes. The sale of Treasury bills 
would be a normal thing 'that would go on during the 
day, but the sale of 4 per cent. Conversion was a special 
decision of mine. 



r Mr. Winn 

9701. You decided personally, did you, or did you 
discuss it with anyone else first? — No, my partner was in 
Holland, so I decided that it was the sensible thing to do. 

9702. And what you did do was to sell £200,000 nominal 
of Conversion 4 per cent. 1957/8? — Yes. 

9703. That, of course, is a very short dated stock? — 
Yes. 

9704. Did you give that instruction to stockbrokers 
called Capel-Cure? — I gave it to the stock department, and 
they chose their own brokers. 

9705. Also, on the 18th September, did your firm carry 
out an exchange of £50,000 nominal British Transport 
3 per cent, for £50,000 Funding 4 per cent.? — That is right. 

9706. That was an ordinary reinvestment arrangement? 
—Yes. 

9707. Had you had any sort of advice or information 
from anyone which led you to take the decision to sell 
those gilt-edged securities? — No, it was in the natural 
course of business that that had to be done. 

9708. Was it upon an appreciation of a coming change, 
or merely pressure of need for ready money? — The foreign 
appreciation is implied in the necessity to sell, because the 
foreign creditors would demand their money back, would 
they not? 

9709. They are not quite the same thing, are they? Let 
us get it quite clear. You appreciated on the one hand 
that foreign creditors might continue to be apprehensive 
of the strength of sterling? — Yes. 

9710. What I was really asking you was this : were you 
appreciating that there would be any change in England, 
in relation either to the value of sterling or to interest 
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rates? — The position of sterling had not been happy for 
a considerable time, so it was on the cards that something 
would happen ; something had to happen. 

9711. What did you expect to happen?— I do not know. 

9712. Had you any expectation that the British Govern- 
ment would take any and, if so, what economic measure 
to improve the state of things here? — No, we were waiting 
for something to happen. 

9713. What was the something? — It might be one of 
three things ; it might be a rise in Bank rate ; it might be 
a devaluation ; or it might be a considerable reduction in 
expenditure by the State. 

9714. So you personally thought that any one of those 
three things might happen? — Well, it could happen, yes. 



9715. Was the actual rise in Bank rate a surprise to you, 
either because it happened, or because of its amount? 
— Yes, it was a surprise. 

9716. In which respect : because there was some increase 
or because of an increase of 2 per cent.? — It was both, 1 
think. 

9717. Did you, in the course of your business, or outside 
of it, during the week commencing the 16th, meet any 
directors or officials of the Bank of England? — No. 

9718. Did you discuss the Bank rate with anybody at 
the Bank of England or any Government official. Civil 
Servant? — No. 

9719. Did you have any communication from either of 
these Dutch firms interested in your firm, about the possi- 
bility of a change in Bank rate before you decided to sell 
these securities?— No. 



By The 

9720. Chairman : Do I understand it right that you sold 

these two lots of stock. Conversion 4 per cent, and British 
Transport 3 per cent, on the 18th. in order to increase 
your liquidity?— No, we sold the £50,000 British Transport 
3s as an exchange, so that had no influence on the 
liquidity. , , . 

9721. Was the £200.000 Conversion 4 per cent, sold in 
order to increase liquidity? — Yes. 

9722. It was not sold because you were taking a view 
of the gilt-edged market?— No, I was, at that moment, 
more concerned with the liquidity than taking a view on 
the gilt-edged market. 

9723. Do the two banks in Holland, who own the 
shares, the partner banks, if I may use that expression, 
dictate policy from Holland?— No, except in a very 
general way. 

9724. Because it is true, is it not, that Holland would 
be taking a very poor view of sterling at this time? — 

I think the whole of the Continent was having pronounced 
opinions on the pound. 

9725. But they did not tell you or encourage you to sell 
gilt-edged? — No. 

9726. Are you clear about that? — Quite clear. 

(The Witnei 



Tribunal 

9727. Mr. Milner Holland : The £200,000 Conversion 4s 
you sold were very short dated stock? — Yes. 

9728. Did you have any holdings of longer dated gilt- 
edged?— Yes, I had £100,000 4* per cent. Conversion 
1962. 

9729. I think I know the answer, but let me have it 
from you: which of the two stocks that you have just 
mentioned depreciated more when the Bank rate went 
up? — The 44 per cent. Conversion. 

9730. Because it was a longer dated stock? — Because it 
was a longer dated stock. 

9731. In fact, I suppose, you think now you chose the 
wrong stock to sell? — Tt depends at which moment you 
make up your mind. 

9732. Had you known the Bank rate was going to rise, 
which would you have chosen? — The difficulty was a prac- 
tical difficulty. The £100,000 Conversion was in the Bank 
of England for registration, and does not come up for 
about ten days, and it might have been a lot of trouble 
and bother to have got the stock out of the Bank of 
England for a sale. 

9733. Was there any other gilt-edged stock which was 
available for sale this time?— This was the most obvious. 

r.v withdrew.) 



Mr. Willem John Harry Blydenstein, sworn 
Examined by Mr. Winn 



( Document K. 28) 

9734. Is your full name Willem John Harry Blydenstein? 
—Yes. 

9735. Are you the Financial Adviser to a trust company 
called Thelma Trust? — Y es. 

9736. Is ithat investment trust company? — An investment 
and finance company. 

9737. Its registered office is 19, Fenchurch Street?— Yes. 

9738. The Chairman is a Mr. I. G. Cox, is that right? — 
Yes. 

9739. He is a manager of B. W. Blydenstein & Co.? — 
That is true. 

9740. Are you also a partner of B. W. Blydenstein & 
Co.? — I was up till 1947, but I am no longer. 

9741. You are no longer associated with B. W. 
Blydenstein & Co. at all?— Only indirectly through my 
being a member of the Board of one of the Dutch banks, 
which is one of the partners of it. 

9742. You are a member of the Board of the De 
Twentsche Bank. Did you say that the De Twentsche 
Bank of Amsterdam is a partner of Blydenstein & Co. 
Ltd.? — Through their London company the De Twentsche 
Bank (London) Limited. 

9743. We are talking loosely when we speak of partner- 
ship, but they are co-proprietors of the shareholding of 
that limited company? — That is so. 

9744. I do not think we need go into the details of the 
capital of Thelma Trust, but part of the shares are held 
by B. W. Blydenstein & Co. Ltd.? — That is so. 

9745. The reason why I am asking you to help the 
Tribunal in this matter is this : on behalf of the Thelma 
Trust on the 18th September, Sheppards & Co., brokers, 
sold two lots of nominally £50,000 gilt-edged? — That is so. 

9746. One was £50,000 nominal of Conversion 34 per 
cent. 1969, sold to Francis & Praed. You confirm that, 
do you? — I would not know about the jobbers, but I know 
about the sale of that security. 

9747. That particular stock appears to have come out 
of the name of National City Nominees? — That is a 
technicality I would not know about. 



9748. The 'beneficial ownership was in Thelma Trust? — 
That is it. 

9749. The sale was about 4 p.m. on the 18th?— That 

is so. . , , 

9750. There was a further sale of £50,000 nominal of 

Funding 3 per cent. 1966-68, sold by Sheppards & Co. 
on the 18th. Do you confirm that that is right? — That 
was done at the same time, I think. t 

9751. They came out of the name of St. Helen’s 

Nominees. Would you know that? — I would not know 
about that. . 

9752. In addition to those sales which we can keep, so 
to speak, in one compartment, Blydenstein & Co. Ltd. 
sold £200,000 Conversion on the 18th through Capel-Cure 
to Wedd, Jefferson about 12 noon. Would you know about 

that at the time?— I would not. 

9753. And through Sheppards & Co., the same brokers 

you have mentioned, £50,000 British Transport 3 per cent, 
to Abroyd & Smithers. You would not know about those 
last two?— No, I would not. , , G . 

9754. But can you tell the Tribunal why the first two 
lots to which I have referred of Thelma Trust stock were 
sold?— Yes. 

9755. Will you do that?— I wall. . 

9756. Shall I 'help you towards the answer in this way : 
is Thelma Trust interested in a limestone quarry, 
Coscombe, situated near Cheltenham?— They are in- 
terested in the finance of this quarry. .nr* 

9757. Financing it on debentures or how'— Just on 

overdraft. ... 

9758. Financing dt in this way, were you providing 
some new plant for the working of that limestone?— Yes, 

* 9759. Did you visit the limestone company on the 18th 
September? — I did. 

9760. Were you down there m the morning ’ — i lert 
London at 8 o’clock in ithe moradrig and I returned the 
next day in the evening. 

9761. When you were at the quarry, did you nnd that 

new machinery was being installed?— Yes. 

9762. And whilst down there, did you look through the 
estimated costs of the new equipment? I did. 
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9763. And realise that more funds would be needed to 
complete it? — Yes, the set-up was going to cost more than 
was originally estimated. 

9764. Did you lunch that day. the 18th, at Winchcombe? 
—I did. 

9765. Who was with you — representatives of the lime- 
stone company? — That is right, my co-directors. 

9766. Did you then, over lunch, discuss together the 
need for further funds for this equipment? — We did, yes. 

9767. Is it your evidence that it was that motive that 
caused you, during the afternoon, to ring Sheppards, the 
brokers, to give instructions for these sales? — That is right. 

9768. Is it your evidence that that was the only motive 
operating on your mind in deciding to give instructions 

By The 

9772. Chairman : When did this equipment fall to be 
paid for? — That is paid for in instalments, as the new 
equipment comes along ; we pay part, and then we pay 
more. 

9773. What was becoming due on the 18th September, 
say in the next fortnight? — Not on any specific date, but 
there were more payments, another £10.000, £15.000 was 
falling due. 

9774. You may have an explanation, but why ring up 
your brokers at once, after hours, and say, “ Sell 
£200,000 ”? — I think there is a technical thing there. I 
intended to do it after lunch, and it got delayed, and I 
suddenly found it was getting late so I phoned up quickly. 

9775. Of course, you know that, in the ordinary way, 
the house does close at 3.30? — Yes. 

9776. Why ring that night as 3.30 was past? Why not 
wait till the next morning? You would be back in London 
then? — No, I was not going back till the following 
evening. 

9777. Why not wait till the morning? — Having taken 
the decision I thought it was better to get it over. 

9778. Of course, you are a member of the Board of the 
Amsterdam Bank? — That is so. 

9779. I imagine they were very nervous about sterling? 
— I would not say very nervous ; like many other Con- 
tinental countries, they were not taking a very strong 
view of sterling. 

9780. That is putting it rather mildly, is it not? — Yes. 

9781. Were you influenced by the economic crisis, that 
this country was undoubtedly going through, in deciding 
to sell at once? — Yes, as a secondary consideration. If 
I may put it, the necessity for liquidity was the first one, 
and once that had been established and one thought that 
gilt-edged was not going up, in fact one thought it was 
going down, then it was better to sell. 

9782. Mr. Milner Holland: Did Thelma Trust have 
other calls on its liquid resources other than the quarrying 
company you told us about? — No. 

9783. None? — None. 

9784. This machinery represented the main occasion for 
the use of your liquid resources? — Yes. 

( The Witne 
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for these to be sold? — A secondary motive would be that 
I was not very happy about the gilt-edged market and, 
therefore, it would not have been very wise to hold on 
to any gilt-edged stocks if you knew you wanted the cash 
within a short period. 

9769. What had made you feel not very happy about 
(hat .market. Was it general rumour, gossip, or anything 
specific? — Nothing specific, just the general situation and 
reading newspapers. 

9770. Had you been in touch with anybody who, either 
from the Government source or the Bank of England 
source, gave you any information? — None at all. 

9771. Had you got information from Holland which 
led to your taking this deoision to sell? — None at all. 

Tribunal 

9785. I am not sure whether you told my Lord when 
you thought the date on which you would have to find 
the money would come? — There is no specific date. These 
bills come in ; they may come in every week — it depends 
on the delivery of the machinery — but all we knew is, 
that over a period a certain amount of money will be 
due. The exact dates are not known beforehand. 

9786. Have you checked what your liquid position was 
at the time when you went down to Winchcombe and saw 
the quarry? — No, I have not. 

9787. We do not know that you may not have had 
substantial liquid resources already? — No, I can assure 
you that was not so. 

9788. I have it right, have I: you telephoned from 
Winchcombe to London? — Yes. 

9789. You were expecting to come back to London 
the following evening? — That is right. 

9790. With your connections, or past connections with 
the banking world, were you conscious of the fact that 
18th September was a Wednesday and a decision on the 
Bank rate might be made next morning? — That could 
have played a part in my thoughts, yes. 

9791. Could you be a little more specific: did it play 
some part in your thoughts? — Yes, if you decide to sell 
gilt-edged and there is a chance, however small, of a 
change in Bank rate, it is better to sell before Thursday 
than after Thursday. 

9792. Yes, I certainly know that now, but my question 
to you was: did it form some part of your thoughts on 
this occasion. It probably did? — Yes. 

9793. Does that explain why you telephoned from the 
country to your broker in London to sell that night instead 
of, as my Lord asked you, waiting till the next day? Is 
not that the answer that you thought there might be a 
rise in the Bank rate? — That certainly played a part. 

9794. I am not quite sure, but speaking for myself, 1 
do not think it is yet a crime to have thought the Bank 
rate might go up. You did, in fact, ring for that very 
reason? — Yes, that was so. 

9795. Mr. Veale: Did you make any re-purchases of 
gilt-edged? — No. 

9795a. Not at all? — Not at all. 

r withdrew .) 
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Examined by 



( Document K. 30.) 

9796. Is your full name Kenneth Roland Warr?— Yes. 

9797. Do you live at 8, Hamilton Terrace, N.W.8?— 
Yes. 

9798. I think that you are the News Editor (Television) 
of the United Press?— That is so, yes. 

9799. Did you send a newsreel photographer to take 
photographs of the people coming out of the Bank of 
England following the announcement of the Bank rate 
change on the 19th September? — Down to the City, not 
necessarily coming out of the Bank. 

9800. What time did you send somebody down to the 
City? — Between about 11.15 and 11.30. 

9801. Why did you do that? — Because I had received 
a telephone call saying that there were rumours that there 
might be a change in the Bank rate. 



9808. Mr. Veale: Had you had a camera there the 
week before? — No. 



Mr. Donaldson 

9802. Do you know who that telephone call came from? 
— Unfortunately I do not. I think that it came from the 
B.B.C., but I cannot be sure of that. 

9803. Have you taken such steps as you can to trace 
where it came from? — I have, yes. 

9804. With any result? — Unfortunately, no. 

9805. lust so that this may be put in perspective, is 
■this the first occasion on which you have sent photo- 
graphers down to the Giity in connection with a rumoured 
changed in the Bank rate? — No. 

9806. On how many previous occasions have you done 
so? — I should say about half a dozen. 

9807. Were you successful cm those previous occasions? 
—In the last two years the Bank rate has been changed 
three times. We have been successful twice. 



9809. Or the week before that? — No. 



(The Witness withdrew .) 



By The Tribunal 
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9810. What is your full name?— ^ Christopher William 

Garnett. „ 

9811. Are you a partner in the firm of Govett Sons & 

Company, who, 1 ithink, are stockbrokers?— That is 
correct. _ , , . 

9812. I want to ask you to help the Tribunal about 

the dealings of your firm round about the 18th and 19th 
September. You had had personally, some doubt about the 
way in which things would develop, had you, some little 
■time before then?— Yes. I had been on holiday from 
the middle of August until the end of August. 1 came 
back to London on the night of the 1st September. I 
went over to a board meeting in Germany on the 2nd, 
and I returned on the night of the 3rd. I was in London 
the remainder of that week, and up till Thursday of the 
following week, that is the Thursday before the Bank 
rate was raised. I went away on the Thursday and 1 
came back on the Monday night before the Bank rate 
was raised. . . , 

9813. Monday, 16th?— During that period, after- coming 
back from my holiday, I was very apprehensive about 
the general situation. 

9814. For what reasons in particular ; 1 do not want 
too much?— One particular reason that the dollar premium 
was at its all time high of about 19 per cent,, that is to 
say the security rate, at which we can deal in dollars, 
which gave a gross rate of about 2-70 and showed a great 
lack of confidence in sterling, I think, and must create 
a bad impression abroad. 

9815. Any other particular reason? — The dollar position 
was'bad. I was also worried generally about the economy, 
not only of this country, but also of the United States. 
Commodity prices were falling and I thought the whole 
world pioture was turning round quite rapidly. 

9816. What did you envisage as possible responses or 
oounter-measures which might be taken in this country'.— 
The Chancellor was going off to Washington in the middle 
of September. 

9817. I asked you what you envisaged?—! envisaged 
the possibility of a rise in Bank rate, much tighter restric- 
tions on control of capital, and a possible devaluation or 
widening in the rate of the pound. 

9818. You have, I think, sources of information or 
sources of statistical material, in that you are a director 
of a number of investment trusts? — Yes. 

9819. That gives you a broader picture of all that 
you have been talking about, I expeat?— Yes ; my interests 



I have some industrial 



are not entirely stookhroking ; 
interests as well. 

9820. So you get a pretty hroad picture? — I think 

probably broader than 

9821. Looking at that broad picture studiously, you had 
formed this rather pessimistic view? — Since I came back 
from holiday, yes. 

9822. Was the natural result this : had you adopted a 
policy of advising your clients, in your capacity as a 
stockbroker, that they would be wise to get themselves 
into a liquid position? — That was the view I was taking 
as from September. 

9823. On the 18th, did you give instructions to your 
own firm’s dealer about 12 noon to sell a personal holding 
of £100,000 Conversion 4 per cent. 1957-58? — Yes. 

9824. Had you originally purchased that holding on the 
9th August? — Yes. 

9825. That would be before you went away on your 
holiday? — Just before I went away on my holiday. 

9826. And before you began to take this rather pessi- 
mistic view? — I did not start selling securities at all until 
September. 

9827. We find that in the schedules of deals, that 
appears as a sale on your behalf? — That is quite right. 

9828. At 99 K?— That is quite right. 

9829. Sold to Wedd Jefferson?— Sold to Wedd Jefferson. 

9830. Did you buy back that or any equivalent gilt- 
edged stock after the change in the Bank rate? — I bought 
back, certainly not for three or four weeks ; I cannot 
give you the exact date I am afraid. 

9831. Does it happen that a former partner of yours left 
a widow, a Mrs. A. M. Govett? — Yes. 

9832. Did you at the same time that you took the 

decision on your own behalf decide that it would be 
better for her to be rid of her approximately £14,000 
Conversion 4 per cent.? — I did. ‘ 

9833. You gave instructions that her holding should be 
sold? — Alt the same time. 

9834. The following morning, the 19ith, did it come into 

your mind that your sister, a Mrs. Powells, absent in 
Kenya ? — 'Resident in Kenya. 

9835. — a nd therefore absent from London, had £30,000 

Serial Funding H per cent, which you had bought for 
her the previous May?— Yes. . .. , . , 

9836. And so did you give instructions tor mat to be 
sold?— Yes, I sold that the following day. 

9837. Was there any special information or hint that 
you had received on which you were acting as you did? 
— No, none. 



By The Tribunal 



9838. Mr. Milner Holland : Did you hear at this time 
in the House rumours of a possible rise in the Bank rate ? 
—No. I think generally the feeling in the House was 
that there would not be a rise in the Bank rate. 1 
certainly ventured it as a possibility to one or two people, 
but I mink their feeling was — certainly I. did not see any- 



body on the Thursday morning, but up to the Thursday 
morning — that 'there would not be. . 

9839. You took the other view? — I took the other view, 
but I was not certain. I thought it was a possibility. 

Mr. Milner Holland : And you were right. 



(The Witness withdrew .) 



Mr. Hamilton Hawkins-Whitshed Pollard, sworn 



Examined by 



(Document JK.14) 

9840. Your address is 53, Comhill, E.C.3? — Yes. 

9841. And you are a senior executive in Guinness, 
Mahon & Co., Merchant Bankers?— Yes. 

9842. Is it your responsibility to look after investment 
policy? — Yes. 

9843. Is it right to say that on the 18th September your 
firm sold £30,000 2 per cent. Conversion 1958-59 to Wedd, 
Jeffersons through Messrs. Grieveson, Grant & Co.? — 
Through Messrs. Grieveson, Grant & Co. We would not 
know who they were sold to. 

9844. And on the 19th two lots of £50,000 British Elec- 
tricity 3 per cent. 1968-73 to Joseph Sebag & Co. and 
Robert Wigram & Co.? — That is so. 

9845. Did you have another deal, first of all, with the 
2 per cent. Conversion, and was that sold on behalf of 
a Continental customer? — On behalf of a customer of 
ours. 

9846. Resident in this country? — On holiday on the 
Continent. 



Mr. Donaldson 

9847. Did he ring you up from Venice? — He phoned 

me from Venice. . , . . 

9848. And instructed you to sell? — And instructed me 

to sell. . . , , . 

9849. Did you gather from him what his reasons were 
for giving that instruction?— Yes, that there was con- 
siderable concern on the Continent about the position 
of sterling and that he would rather be in a completely 
liquid position for the time being. 

9850. When you say there was worry about the position 
of sterling, you mean in relation to devaluation? — The 
possibility of devaluation. 

9851 Was there any mention by him, so far as you can 
recollect, of the Bank rate?— Not that I can recollect. It 
certainly was not what he had in mind. 

9852. Coming now to the other two sales, were those 
sales made on behalf of your firm?— That is so. 

9853. What was your reason for giving that order? — 
Because we had to increase our liquid position. We 
actually lost in deposits that particular day over £200,000, 
so it was a question of finding the funds, and I decided 
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inai we woiuu, iirsuy, sea inai £100,000 of stock and at 
the same time call a 7-day notice deposit that we had 
with one of the local authorities for £50,000. 

9854. After you had made those sales in gilt-edged, 
approximately how much gilt-edged did you retain? — 
After the sales, £1 ,300,000. 

9855. So that it represented a very small portion of your 
gilt-edged holding? — Yes, very minor. 

9856. What is your normal unit for dealing in gilt- 
edged?' You dealt here in two lots of £50,000?— When 
markets are normal we would practically never deal in 
less than a quarter of a million pounds, but of course 
markets nowadays have been very thin owing to the posi- 
tion of the country, and so probably nowadays we deal 
in fifties or hundreds. 

9857. You said a few moments ago, and I should 
perhaps have explored it a little further, that you had 
lost on that particular day £200,000 in foreign deposits. 
When you said on that particular day, did you mean the 



By The 

9862. Chairman : You sold £100,000 because you had 
to in order to preserve your liquidity? — Yes. 

9863. Did you buy back afterwards? — No, we have not 
replaced it. In fact, it has all turned round since then, 
because the situation has changed completely. 

9864. But as a result of the rise in the Bank rate your 
liquidity ratio has probably arisen normally, and you may 
be able to reinvest some of the money in gilt-edged 
securities? — The position has remained static, and we have 
reinvested because we feel more confident of what is 
going on now. 

(The Witnt 



18th or the 19th? — On the morning of the 18th our 
liquidity position showed that we were short of £200,000. 
That was to be expected on the day, and we happened 
to know that there was a further payment due the follow- 
ing day, and over those two days we lost £400,000. 

9858. Was that a continuance of a trend which had 
been apparent beforehand? — Yes, that is so, but the 
foreign deposits had remained comparatively stable until 
just around that date, and over that period out of that 
£400,000 a quarter of a million pounds was foreign money. 

9859. Did you personally have any knowledge of any 
change in the Bank rate? — No. 

9860. Had you had any conversation with any members 
of the Government, or anybody connected with the Bank 
of England immediately 'before .the change in the Bank 
rate? — No. 

9861. Perhaps I should have asked whether you antici- 
pated a rise in the Bank rate? — I did not myself, but 1 
was wrong. 

Tribunal 

9865. The answer is that you have reinvested? — We do 
not hold as much gilt-edged today as we did then. 

9866. You have reinvested some, but not the whole 
of the equivalent of your pre-Bank rate sales? — We only 
sold £100,000 out of £1,400,000. We at present hold 
£1,150,000. 

9867. Mr. Milner Holland-. You have reinvested now, 
but you have not reinvested so much in gilt-edged as 
before? — Yes. 

9868. You have reinvested in other forms, local authority 
loans, and so forth? — Treasury Bills, and so on. 

■ss withdrew .) 



Mr. Peter Edward Clement Harris, sworn 
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9869. Do you live at 5, Cavendish Avenue, St. John’s 
Wood?— Yes. 

9870. Are you a partner lin .the firm of stockbrokers 
known as Hoare & Co.? — Yes. 

9871. Is your main function and task in that firm to 
deal with customers in the discount market? — Yes. 

9872. And that, as we were told by another witness, 
is a rather sensitive market or a market that is sensitive 
to financial changes? — Yes. 

9873. Shrewd people who are apt to know when ohange 
is lin the air? — Professionals, Sir, yes. 

9874. Professionals with experience. They have to deal, 
of course, quite a lot in and out in gilt-edged stock in 
the course of their normal business? — Yes. 

9875. And you, therefore, always try yourself to keep 
alert to changes 'in the gilt-edged market? — Yes. 

9876. Immediately prior to the 19th September of thus 
year did you think that it was obvious that there was 
tremendous pressure on sterling? — Yes. I think it was a 
subject Which was being discussed in general terms, and 
anxiety was felt. 

9877. There was rather a drain into Deutschmark? — 
Just before the rise in Bank rate there had been some 
emphasis on that, yes. 

9878. At the end of August you were still yourself 
happy enough about things to buy £20,000 4 per cent. 
Conversions 1957-58? — Yes. 

9879. But, by the morning of the 19ith September, had 
you decided to sell them? — That is so, yes. 

9880. On ithe 19th September, did you notice that the 
main news item in The Times newspaper dealt with the 
serious position of sterling? — Yes. That article in The 
Times appeared over ithe name of the City Editor on the 
news page, quite apart from the usual information on 
the City page, and I was very much struck by its presence 
there. 

9881. And by the fact that attention was drawn to the 
impending departure of the Chancellor for Washington? 

( The Witness 



— Certainly. The article was a strong one and it gave 
that impression. 

9882. Was your own personal inference that it was 
likely that something would be done immediately to deal 
wliith ithe serious position of sterling? — I deduced from 
The Times article .that, in view of the Chancellor’s depar- 
ture the very next day, something would have to be done 
very shortly indeed, and it seemed to me that .there were 
various measures. 

9883. And was one of those you contemplated an in- 
crease in the Bank rate? — As a possibility, yes. 

9884. And, having so informed your mind and applied 
your mind to the factors, did you decide to sell your own 
holding of 4 per cent. 1957-58, which I have mentioned? 
— Yes. 

9885. And your father’s on his behalf. A. Harris? — 
Yes. 

9886. What is his first name? — Sir Austen Harris.' 

9887. He had a holding of £30,000 2\ per cent. Serial 
Funding 1957. Did you sell that on his behalf? — I had 
a general talk with him on the telephone early that 
morning. He had returned from Scotland the day before, 
where he had been fishing, and I had left him the week 
previously. He is a very old gentleman and I rang him 
up in the ordinary course of events to ask how he was. 
I have no doubt at all, in fact I remember that I did 
draw his attention to the article in The Times and sug- 
gested that I thought, taking a view on the market, that 
the situation was a difficult one and tricky. 

9888. He agreed? — He agreed and left it to me. 

9889. Did you have any kind of prior knowledge or 
hint from any person that the Bank rate would be 
changed? — None. 

9890. Did you buy back your own holding, that is to 
say the equivalent holding of the 4 per cent. Conversions, 
on the 23rd September? — I did, yes. 

9891. I think your father did not reinvest? — That is so. 
withdrew.) 



Mr. Peter Buckenham, sworn 



Examined by 1 

(. Document K. 22) 

9892. I think you live at “Cobblers”, and the town, 
appropriately enough, is Stock in Essex? — Yes. 

9893. You are third partner in the firm of Irwin & Co., 
stockbrokers? — Yes. 



r. Donaldson 

9894. Did your firm buy £10,000 nominal of Conver- 
sion 3-J per cent. 1969 on the 17th September? — Yes. 

9895. And a further £10,000 nominal on the morning of 
the 18th September? — Yes. 

9896. And those were bought for account of the firm? — 
That is right. 
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9897. When were they sold? — On the evening of the 

afternoon of the 18th. , _ , 

9898. After-hours?— After-hours, after the Stock 

Exchange had closed. 

9899. Will you tell (the Tribunal why you turned round, 
having just bought them, and sold them? — I had bought 
this stock for a short-term speculation and the market 
had looked firm the whole of Wednesday 18th, and on 
leaving the House at the close at 3.30 the market was 
looking a shade easier, roughly 1 /16th. On taking prices 
after-hours I found the prices of the gilt-edged consider- 
ably easier, approximately \ per cent., which is a large 
f all to take place between 3.30 and 4.30. I therefore 
decided to cut a small loss. 

9900. Did you have any views on whether or not there 
would be a change in the Bank rate when you reached that 
decision?— The Bank rate did not enter my head on the 
day before, on the Wednesday. I had not considered it. 

9901. Had you heard any rumours that there might be 
a change of Bank rate?— No rumours whatsoever. 

9902. Did you give any advice to clients about selling 
gilt-edged? — No. 



9903. Could you just tell the Tribunal whether you knew 
anything about a client by the name of Smith who sold 
on the 19th? — Yes. He was a bull of £5,000 of the same 
stock, Conversion 3£ per cent. 1969, and he had left 
instructions with us on the Thursday to sell at our dis- 
cretion: if we thought the market looked easier, to sell, 
or vice versa, to take a price to cover a loss, which we did 
on the Thursday morning. 

9904. Having sold for your own account, naturally you 
had to exercise discretion in the same way as far as 
Mr. Smith was concerned?— Yes. I did not sell the stock 
the same night as our own. I did not realise those 
instructions had been left with us. 

9905. Have your firm reinvested the proceeds in gilt- 
edged securities? — Some time afterwards, yes. 

9906. My learned friend, Mr. Winn, says that it has 
not been made quite clear what was the extent of the loss 
you took on your sale?— The amount of money? 

9907. Yes, on the firm?— Approximately £70. 

9908. Was it 7/16ths?— Yes, approximately 7/16ths. 



By The 

9909. Chairman : You found that there was a widening 

in prices before you left the House at 3.30? — Not a 
widening, my Lord. I saw the prices were a shade lower. 
They had been firm all day. They were looking 1 / 16th 
easier at 3.30. „ . „ . _ 

9910. Did you gather the reason for it?— No reason. 
The market had been very firm all morning. There was 
not very much change during the afternoon, but it just 
looked that little bit easier up till 3.30. 

9911. You thought it was better to get out at once and 
cut your loss?— Not till later on in the evening. When 1 
checked prices they were approximately i per cent, lower, 
which is quite a fall to take place after hours. I, therefore, 
decided to cut my loss. 

9912. On what view? You presumably thought they 
were going to be worse on the Thursday? On the 
Wednesday, to find a i per cent, fall after-hours I thought 
there must be quite a bit of selling or some news or some- 
thing coming out, not knowing what it was likely to be. 

( The Witne 



Tribunal 

I thought it was quite a fall to take place after the prices 
had been so firm all day long. 

9913. Mr. Milner Holland: Your firm sold a smaller 
parcel for Mr. Smith the next morning?— The next 
morning. 

9914. You made the same price?— At the same price. 

9915. The night 'before, you would really have expected 
the prices the next morning to be worse? — I did expect 
that. 

9916. That did not happen? — No. not in this particular 
stock. 

9917. Was that the general market impression, that in 
fact the next morning things did not get very much worse? 
—I had sold this stock rather late in the afternoon. We 
sold this fairly soon after 9.30, after which they did go 
easier. 

9918. I noticed from the list that in fact you got the 
same price? — Yes. 

r withdrew.) 



Mr. David Ellis 
Examined by 

( Document K.2T) 

9919. Do you live at 99, Platts Lane, Hampstead?— Yes. 

9920. You are director of a company called A. Keyser 
& Co., Ltd., of Throgmorton Street?— Yes. 

9921 . Are they investment bankers? — Y es. 

9922. And closely connected with the money market and 
the Stock Exchange? — Yes. 

9923. Again we come to quarrying. Are you also per- 
sonally a director of the South-Western Stone Co. Ltd. . 

— Yes. . , , 

9924. Which is mainly concerned with the quarrying 
and masonry of Portland stone? — Yes. 

9925. Had that company on your advice put some liquid 
resources in May of this year into a purchase of £20,000 
nominal of Conversion 4 per cent. 1957/58? — Yes. 

9926. As a short term investment? — Yes. 

9927. Was that money always likely to be needed as 
working capital by the oompany? — Yes. 

9928. Owing particularly to the fact that the company 
was installing new plant in the Isle of Portland? — Yes. 

9929. That was quarrying plant, was it? — Yes. 

9930. Did it become clear to you in the early Autumn 
or September, that the money would be needed before 
the end of (the year or about (the end of the year?— Yes. 

If I may say this, it was not quarrying plant, it was 
other plant. 

9931. Power plant? — No, dn connection with by-products. 

9932. But connected with the business of quarrying and 
masonry of the stone? — Yes. 

9933. Did you think yourself on the morning of the 

19th that there might be an increase in the Bank rate 
that day? — Yes. , . 

9934. On what had you based that surmise or opinion? 
— It had become dear from the newspapers, I think, that 
some general measures of restriction on the part of the 
Government were impending. I noticed it in the 
Financial Times particularly, and that, _ of course, had 
become the subject of general discussion in the first place. 



Franklin, sworn 
Mr. Winn 

In the second place, it had just occurred to me at the 
time — it may have been quite unwarranted — that after 
the reduction in the German Bank rate, that there may 
have been some connection with an impending increase in 
our Bank rate. Thirdly, that one might weigh the chances 
as fifty-fifty but this is particular money being required 
in a few months and if there was any risk of the Bank 
rate being increased I would not be justified in retaining 
that stock. 

9935. I follow that ; that is the appreciation of the right 
course of action based on the other (two reasons?— Yes. 

9936. Those two reasons were that you thought the 
Bank rate might be arranged between the Governments, 
the German Government and the British Government? — 
Yes. 

9937. And, secondly, that the Financial Times m parti- 
cular had caused talk to arise in the City that morning 
about coming restrictive measures? — Yes. 

9938. Had you heard either on the 16th, 17tih, 18th or 
the morning of the 19th any talk of an impending change 
in the Bank rate? — Only opinion, no informed talk. 

9939. You had heard opinions — in the House, or where? 
— I am not a member of the Stock Exchange myself, but 
in general business discussions it was an obvious possi- 
bility, as it had been over the past few weeks. 

9940. That kind of talk had started in your circles 
several weeks before, had it? — Oh yes. 

9941. At any rate, on that basis you thought it was safer 
for the Company, this Stone Company, to get out of its 
gilt-edged holding? — Yes. 

9942. So that morning I think you tried first to get in 
touch with the General Manager of the Company by tele- 
phone, but you could not speak to him, so you took the 
initiative and told Grieveson, Grant & Co., the brokers, 
to sell?— Yes ; it was the Managing Director I tried to 
contact. 

9943. About what time did you tell the brokers to sell? 
— About a quarter past 11. 
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Anlc' Y® 8 - 9946. Have you on behalf of that Company bought back 

9945. The sale was £20,000 nominal 4 per cent. Con- gilt-edged since? — No. The money was re-invested in 
version 1957/58 at 99-fe?— Yes. Treasury bills. 

(The Witness withdrew.) 



Mr. Hubert 
Examined by 

(Document K. 23) 

9947. What is your full name? — ‘Hubert Eric Raphael. 

9948. Do you live at 24, Sussex Square, W.2? — Yes. 

9949. Are you a partner in the firm of stockbrokers R. 
Raphael & Sons? — That is correct. 

9950. Did you on the morning of the 19th September, 
1957, read in the Financial Times that there was to be an 
announcement that day by the Chancellor of the Exche- 
quer? — 1 did. 

9951. What view did you form as to the probable effect 
of that on the gilt-edged market? — I was already slightly 
unhappy about the general situation and I thought that 
any statement by the Chancellor of further measures to 
be taken by the Government could only have an adverse 
effect on the gilt-edged market. 

9952. Having formed that view, what action did you 
take in relation to your own personal securities? — I then 
instructed one of my dealers to sell a portion of one of 
my gilt-edged securities. 

9953. Was that Savings 2i per cent. 1964/ 67? — That is 
correct. 

9954. And you sold £14,000 nominal? — That is correct. 

9955. Was that the whole of your holding of that par- 
ticular stock? — No, it was not. 

9956. What proportion, roughly? — About 7 or 8 per 
cent. 

9957. When you came to do that, were you also re- 
minded that your brother, whose financial affairs you look 
after, also had a holding of £10,000 nominal 2 per cent. 
Conversion 1958/9? — That is correct. 

9958. Did you give instructions to sell those similarly? — 
I did. 

(The Witn 



.rc Raphael, sworn 
Mr. Donaldson 

9959. Can you tell me this: do you 'know anything 
about a client of yours by the name of Morney?— Yes, 
she is a client of mine and also a second cousin. 

9960. Was Mrs. Morney consulted before £10,000 
nominal of her 2 per cent. Conversion was sold or did 
you sell on her behalf? — No, she was not consulted ; I 
have discretion over her affairs. 

9961. I do not think that is mentioned in your state- 
ment? — It is on a second statement. 

9962. I am sorry, I must have overlooked it. Is Major 
Hensell in the same category? — He is a client of mine. 

9963. Do you have discretion in respect of his affairs? — 
No, I do not. 

9964. So he reached an independent decision? — No, I 
rang him up on the morning of Thursday, the 19th, and 
told him that I thought it would be wise, in view of the 
fact that I knew he required the funds very shortly and 
in view of the prevailing conditions, that he . should sell 
the stock. 

9965. Before you reached this decision on the morning 
of the 19th September had you heard any rumours con- 
cerning the possibility of a rise in Bank rate? — None 
whatsoever. 

9966. When you say that the Chancellor was to make a 
statement did you think that that would be concerned 
with Bank rate? — There again, in view of the prevailing 
conditions and in view of the weakness of sterling and 
in view of the drain on the resources, there was always 
that possibility. 

9967. Almost anything was possible, and it was not 
likely to be pleasant whatever it was? — -Exactly. 

r withdrew .) 



Mr. Kenneth Redfern, sworn 



Examined by 1 

(Document £.21.) 

9968. Is your full name Kenneth Redfern? — Yes. 

9969. Do you live at “ Thurlstone ”, Crossbush Road, 
Felpham, near Bognor Regis, Sussex? — Yes. 

9970. Until the 18th October, 1957 you were a partner 
in the firm of jobbers Wedd & Owen? — Yes. 

9971. According to your statement, some two years ago 
you were left a sum of money which you did not bring 
into the firm but kept outside and invested from time to 
time?— That is correct. 

9972. Was that money invested in gilt-edged in Septem- 
ber?— The money was in gilt-edged stocks, yes. 

9973. I think you sold on your own behalf on the 18th 

£5,000 nominal British Electric 3 per cent. 1968-73 in one 
parcel, and another parcel of a similar amount of the 
same stock, through W. I. Carr & Sons ; is that correct? 
— That is right. . 

9974. You sold also on the 18th £10,000 nominal 3 per 
cent. Funding 1959-69 also through W. L Carr & Sons? 

9975. £10,000 3i per cent. Conversion 1969 through 

W. I. Carr & Sons?— Yes. . 

9976. And also on the 18th you sold £20,000 nominal 
British Electric 3 per cent. 1968-73 through May, Davis. 
Smith, Vandervell & Co.?— Yes. 

9977. On the 19th September you sold two lots ot 
£20,000 nominal, first Savings 3 per cent. 1965-75, and, 
second, Conversion 3£ per cent. 1969?— Yes. 



r. Donaldson 

9978. The nominal value of those sales was £90,000 over 
the two days? — Yes. 

9979. Will you tell the Tribunal for what reason you 
were selling to this extent during those two days? — Those 
holdings were all individually purchased during the same 
period, the 16th to the 19th September, and therefore it 
was only a closing sale of something bought during that 
three day period. 

9980. Did you form any view as to what the market 
was likely to do on the 19th September? — Yes, my own 
opinion was that the market would remain firm, no change 
in the Bank rate. 

9981. Had you heard any rumours of any change in 
Bank rate? — Not more than one would before any Bank 
rate day, no, nothing specific. 

9982. Can you assist the Tribunal at all about the effect 
which late deals on the 18th September had on your 
firm?— Yes, we did three bargains after hours on the day 
before the Bank rate which were more than just 
small amounts, to fairly reasonably sized amounts, but 
nothing which the firm would take any notice of or make 
any special note of in the normal course of events. 

9983. The partnership eventually broke up. Was that in 
any way related to the Bank rate or events which followed 
it? — Nothing to do with it at all. 

9984. Or to the late sales which occurred on the previous 
day? — Not the slightest connection. 



By The Tribunal 



9985. Chairman'. I do not know that I am following. 
I suppose the after hour dealings of your firm, Wedd & 
Owen did have an influence on your mind m deciding 
to sell the £20,000 Savings and the £20,000 Conversion 
the next day?— Well, they did to a small extent, so small 
that in fact after those two sales were put through I then 
bought myself some gilt-edged stock on the basis that 
the market was still firm. 

9986. Before the rise in the Bank rate? Yes, 
unfortunately. 



9987. Mr. Milner Holland : You did not take the view 
that facilities for after hour dealings had been abused on 
the 18th?— No, that view was not formed after hours on 
the 18th because in our particular case, being in a water- 
tight compartment after hours, what we ourselves dealt 
in was nothing which was particularly out of the way and 
would have caused us to come to that conclusion, not on 
that particular night. 

9988. You mean subsequent events might lead to that 
conclusion?— Subsequent events and conversations between 
oneself and one’s fellow jobbers after the event. 



(The Witness withdrew ) 
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9989. What is your full name? — Pierre Louis Lorsignol. 

9990. Do you live at “Crayton”, Ashgrove Road, 
Surbiton? — Yes. 

9991. Are you the Manager of the London Office or the 

Swiss Bank Corporation?— Yes. t __ 

9992. That is a Company registered in Basle t — Yes. 

9993. We know that the Swiss Bank Corporation on the 
18th September sold £1 million nominal of gilt-edged? 

9994. Pember & Boyle were the brokers concerned? 

9995. And the stock was half a million pounds nominal 
of Serial Funding 2± per cent. 1957 and half a million 
pounds nominal 4 per cent. Conversion of the same date7 

9996. Before those sales were made had you observed 
that your Corporation was losing its deposits steadily?— 
Yes. 

9997. Had that gone to the extent in the days between 
the 14th and 18th September of some— how high do you 
put the change? I think you said in your statement, 
B.47, that the liquidity ratio had fallen between the 14th 
and the 18th by as much as 57 per cent? — Yes. 

9998. In what terms are you expressing that— that it 
had gone down from 87 to 30, or what was it?— No ; 
the Bank’s liquidity ratio on the 14th was slightly below 
30 per cent. By the dose of business on the 18th it had 
fallen below 14 per cent., I think the correct figure was 

9999. That was rather alarmingly low, was it not?— It 
certainly was. 

10000. Is your ordinary aim to keep your money on 
call at between one and a half and two million pounds?— 

Ye i0001 But had money on call gone down by the close 
of business on the 17th to £850,000?— That is correct. 
10002. That was a situation that had to be adjusted? 

Y< 10003. Was if for that reason that you determined to 
make these sales, that you yourself took the decision to 
make them on the morning of the 18th? — Yes. We had 
a forecast of what the amounts to pay out would be. 
These forecasts are never entirely correct, because letters 
and telegrams come in later in the day, but we can have 



Mr. Pierre Louis Lorsignol, sworn 
Examined by Mr. Winn 

an approximate idea of what the position was, and we 
knew about half past 10 that we would have substantial 
sums to pay out and we had relatively small resources 
with which to meat these payments, a situation 1 did not 
like to contemplate. 

10004. Did you in fact give two separate lots of instruc- 
tions, one about 11 a.m. and the second in the afternoon? 
— Yes. 

10005. You realised by the afternoon that half a million 
was not going to be enough and you had to sell another 
half a million? — Yes. 

10006. Was .that about 3.20 that you gave ithe second set 
of instructions? — Yes. 

10007. Even when these sales had been effected did you 
find that youir liquidity ratio was still well below what 
it had been on the 14th? — After those sales it was about 



18 per cent. 

10008. Have you re- bought gilt-edged since the 19th 
September? — No. 

10009. Had you had any direction or advice from Basle 
to sell gilt-edged?— None whatever. 

10010. Had you heard from Basle or Swiss sources of 
apprehension entertained in Switzerland of the future 
strength of sterling? — I did not receive any direct com- 
munications to that effect, but the general trend of dealing 
in the foreign exchange market showed very clearly what 
people in Switzerland and elsewhere on the Continent 
were thinking. , 

10011. And was that in general that de-valuation ol 
sterling was not improbable?— It was not improbable. 

10012. Or a widening of the exchange limits sterling- 
dollar? — Or a widening of the exchange limits. 

10013. Did you yourself expect an increase in Bank 
rate that day?— No. . .. 

10014. Had you heard any intelligent discussion to the 
effect that it was likely there would be a change Chat 
week? — There is always a certain amount of talk when 
things are difficult on a Wednesday and a Thursday ; 
there was a certain amount of talk regarding Bank rate. 

10015. Was your Corporation at the time when you 
sold these short term holdings in possession of longer 
dated stock?— Yes. . 

10016. It would obviously have been sensible to sell 
the longer dated stock if you had had special information 
about the change in Bank rate?— It would seem reasonable. 



By The Tribunal 



10017. Chairman: When you sold this million pounds 
worth of gilt-edged on the 18th September what did that 
leave you with in your portfolio? — We still had £1,300,000 
nominal of gilt-edged securities. 

10018. So you sold £1 million out of £2,300,000 
nominal?— £2,300,000 nominal, yes. 

10019. I take it you had nothing else to sell, as it 
were ; you had money on call, I suppose?— Yes. 

10020. Had you called in any lent to local authorities? 
--We had none lent to local authorities, not on notice, 
we had fixed term. . . . „ 

10021. So if you had to realise money you had to sell 
gilt-edged?— We began by selling bills. 

10022. When did you begin doing that? — I think it 
was the 28th August 

10023. Had you any more bills to sel by the 18th 
September?— Yes, we still had bills, and actually I sold 
£200,000 worth of bills on the 18th. 



10024. Why was it necessary to sell gilt-edged?— I do 
not think it would have been easy in those conditions 
to sell any larger amount of bills to the money market. 
Wc did experience a certain reluctance on the part ol 
the money market to take these balls. 

10025. Even with the sale of gilt-edged your liquidity 
ratio was not very good, even then? — It was very uncom- 

fO1 10026. Mr. Milner Holland: Can you remember what 
the other £1,300,000 of gilt-edged was mv^ted in?— 
10027. Was it all in longer dated stock? — There was 
£250,000 in the same 4 per cent. Conversion^ some ol 
which I had sold; £350,000 2 per cent Convemcn 
1958-59 ; £350,000 3 per cent. War Doan ltooov , 

£350,000 2 per cent. Exchequer I960. 

10028. You had therefore a substantial further holding 
of the 4 per cent. Conversion which you did sell? 1 had 
£750,000 and I sold £500,000. 

( The Witness withdrew.) 



Chairman: Before we adjourn, has the diary arrived? 

The Attorney-General: Yes, my Lord, the diary has 

Chairman : And you or those behind you have got it? 

The Attorney-General: Yes, my Lord. I should like an 
opportunity of examining it. Mrs. Campbell has also 
supplied me with an address book of hers which I should 
also like an opportunity to examine. 



Chairman: Mrs. Campbell can of course leave the 
building, but I should like her back at 2 o clock in case 
there are further questions. . 

The Attorney-General : I shall have some further ques- 
tions to put to her, my Lord ; 2 o clock might be 
convenient. 



{Adjourned for a short time.) 
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Further Examined by The Attorney-General 



10029. Is that your diary? ( Book handed to the Witness.) 
— Yes. 

10030. Had you looked at that diary before you gave 
evidence this morning about your journey to Scotland and 
your return South, I think you said, on the 12th, or was 
it that you went up on the 12th?— Well, I do not remem- 
ber. I will have to look. 

(10031. Would you be good enough to look and check 
your recollection? When did you go to Scotland accord- 
ing to that? — ( After looking at diary): 14th August. 

10032. When did you come south again 1— (After 
looking at diary) : The 4th. 

10033. So you were not in Scotland after the 4th 
September? — No. 

10034. While you were in Scotland you were, I think, 
staying the whole time on the east coast? — Angus, 
Kinnaird Castle. 

10035. Now I want you to come to the 18th September. 
I want to ask you about the entries in your diary for that 
dale. Ts the first entry “Mona and Charlotte, lunch”? 
— Yes. 

10036. Who is Mona? — Mrs. Baring, Mona Baring. 

10037. What is her address? — 10, Chesham Place, I 
think. It lis in my address book. 

10038. What does her husband do? — She is not married 
to him at the moment. 

10039. Who is Charlotte? — Mrs. Wilson Young. But 
I did not lunch with them. I went to the wrong place. 

10040. Did you see them that day at all? — No. 

10041. Did you telephone to them to apologise for 
being late and not meeting them? — They rang me up in 
the evening and asked me why I did not arrive, and I 
went to the flat instead of the place where we should have 
lunched. 

10042. When you say they rang you up, who rang you 
up? — T cannot remember which, one or the other. I 
think Mrs. Wilson Young. Why didn’t I come? 

10043. About what time? — I do not remember. 

10044. Before you went to the cocktail party? — After, 
I think. 1 was out in the afternoon. 

40045. Where were you out in the afternoon? — ( After 
a pause) : At my osteopaths and with my dog in the park. 

10046. The next entry is Hopewell Ash, 4.30? — Yes, 
that is my osteopath. 

10047. Then one can see the entry “ Bee ”? — Yes. 

10048. Who is Bee? — Mrs. Hicks Beach, who came to 
dinner at 7 or half past 7. 

10049. Did she come round to see you before you went 
out? — No. I have got “ 6-.ish,” but then she rang me 
up and said she would be delayed, and I said, “ Well, I 
won’t be back till about 7, so that’s all right.” 

10050. Then there is an entry “Blsa Whiteley”? — I 
have spelt it wrong. That is “ Whitley ” ; you know. 
Where I went to the cocktail party. 

10051. It was Mrs. Whitley who invited you, was it? — 
Yes. 

10052. And she is a friend of yours, is she?— I have 
only seen her once in 27 years. 

10053. Then we see the entry, “ Bee dined ” do we not? 
—Yes. Thai is Mrs. Hicks-Beach. 

10054. And “Mr. Pink, painting ”?— Yes. 

1 0055. He was a decorator, was he? — Yes, he was 
painting my kitchen. ■ „ _ . 

10056. Then something about “Park, Rocky . That 
is the dog, is it?— That is right. 

10057. Did you speak to anyone else that day apart 
from the people at the cooktail party?— No. 

10058. You have, have you not, a number of friends 
and acquaintances who work in the City?— Yes. 



10059. Looking at your diary — perhaps you can take 
a little time over this — can you refresh your memory from 
any entries there to enable you to say when last before 
•the 18th September you had any communication with 
anyone who worked in the City? — Do you mind if I just 
look to refresh my memory? 

10060. I would like you to look? — ( After a pause) : No, 
not since before Scotland. 

10061. You were asked this morning whether you knew 
anyone of the name of Kindersley, were you not? — Yes. 

10062. And anyone of the name of Keswick? — Yes. 

10063. And your answer in each case was No? — Yes. 

10064. Will you look at this address book? — Yes. ( Book 
handed to the Witness.) 

10065. Do you keep a complete record of all your 
addresses in it? — Yes. 

10066. That is to say, you put the addresses in of all 
your acquaintances? — No, not all, but, I think, most of 
them. What do you want me .to look at? 

10067. K. Do you see there the name Kindersley? — 
Yes, Gay Kindersley. 

10068. Do you know her? — No, he is a friend of my 
son’s. 

10069. Do you know him? — Only through my son. 

10070. I had not asked you who introduced you. Do 
you know him? — Not well. 

10071. But do you know him? — Yes. 

10072. Why did you say you did not know anyone of 
the name of Kindersley? — Because I did not remember 
(that I knew Gay Kindersley. 

10073. Who is Gay Kindersley? — He is the son of 
Philip Kindersley. 

10074. Who is Philip Kindersley?— I do not know. 

10075. I will ask you again : Do you know anyone of 
the name of Keswick? — No. 

10076. Is not Philip Kindersley a brother of Lord 
Kindersley? — I did not know. 

10077. Do you know where Gay Kindersley works? — 
No. 

10078. Do you know what he does? — No. Something 
with horses, as far as I can think of. 

10079. Many people do that and work at other things 
as well? — Well, that is all I know, because I have only 
seen him once because my son was on leave and he went 
round to see him one day. 

10080. Do you only have one firm of stockbrokers 
working for you or do you have a number of firms 
working for you?— One. 

10081. That was Mr. Benjamin?— Mr. Benjamin of 
Levy, Langner. 

10082. You have been down to the City, have you 
not, in the past?— Not for about a year. I do not— 1 
cannot remember. 

10083. When you have been down to the City has it 
been to see your stockbroker? — No, I have never been 
there. 

10084. There is an entry in your diary — you have jt 
before you— relating to Monument Station, which is, of 
course, a City station, is it not? — That was to do with 
the insurance of my burglary, and I had to go and sec 
the insurance brokers. 

10085. Before you went to Scotland were your trans- 
actions on the Stock Exchange quite frequent?— No, not 
during July or June or May, no. 

10086. Did you know what effect a change in the Bank 
rate might have on Stock Exchange prices?— No. 



Further by The Tribunal 



10087. Chairman: Can we see your diary and address 
book?— Yes. Any particular page? 

10088. No. (Diary and address hook handed to the 

^^10089. The Attorney-General: While the Tribunal are 
looking at that may 1 ask to see the letefcat you 
produced this morning from your stockbroker?— Certainty. 
(Letter handed to the Attorney-General.) 

10090. Chairman: Do you ever use Sebags as brokers. 
No, I know Mr. James, whom I have known for about 

1009L You do not do business there, though?— No. 
10092. I am going to ask you once again i Are yoii 
certain you did not go to the City that day, the 18th?— 
I am positive. 



10093. If you had your remark might make sense? — 
No, I did not go. 

10094. What did you say, that you thought the Bank 
rate was going to be raised, or that you had heard it 
was going to be raised?— It is awfully difficult, three 
months ago, but it was complete and utter a thought out 
of the blue. 

10095. Well, l dare say it was. Perhaps it may have 
been making conversation. 1 do not know. But what 
was the basis of it? — I had no basis. 

10096. I personally find it impossible to believe. There 
must have been some ? — It was a shot in the dark. 

10097. There must have been some reason for saying 
it? — I bad no information at all. 
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10098. Mr. Bobby Howes was not interested in it, and 
you were not particularly interested in it? — Just a sort of 
—I do not know— I just said it. 

10099. I will ask you again: Had you heard about it/ 

10100. Looking back now, you must have heard about 
it, must you not? — Not before it was in the paper. 

10101 . Mr. Veale : Had you ever talked about the Bank 
rate before to anybody? — No. 

10102. Had you ever heard anybody mention the words 
“ Bank rate ” within the previous, let us say, month?— I 
cannot say I had, no. 

10103 It is a little odd that, if that is right, you not 
having mentioned it, nobody having mentioned it to you, 
you should suddenly out of the blue express the view 
that the Bank rate was going to go up?— Just a wild 
hunch, which I would not know— I could not account for. 

10104. You knew at least that Bank rate was something 
that went up and sometimes went down, or did you.— 
Well it had gone up once before, but, I mean, I did 
not connect it because I do not know anything at all 
about it. 

10105. But you say that not only that day but within 
the previous week you had not heard anybody discuss it? 



10106. Nobody mentioned it to you at all?— No. 

,10107. What could have put it into your mind?— I can- 
not think. Because it was not in my mind when I left— 
I mean, it was not in my mind when I arrived. It was 
just something — a bolt out of the blue. 

10108. Mr. Milner Holland: Can you tell us the name 
of anyone who was also a guest of Lord Southesk while 
you were there?— Two people from Kenya, who did not 
know anything about shares or anything, called Carnegie 
who had just arrived from Kenya. We never discussed 
it up there. 



10109. Who else? Was it a house party? — No, just 
Lady Southesk, Lord Southesk, and myself. 

10110. Were these two visitors from Kenya the only 
people who visited there at the same time as yourself? — 
Yes. 

10111. The only people who came? — Yes. 

10112. To Kinnaird Castle? — Yes. 

10113. During the whole time you were there? — Yes. 

10114. How long were you there? — From the 4th, 1 
think. 

10115. From the 14th, was it not? Did you not go 
north on the 14th August?— Yes. 

10116. Did you go direct to Kinnaird Castle? — Yes, 
with Lady Southesk. 

10117. And stayed there till 4th September? — Yes. 

10118. And the only other people who visited Kinnaird 
Castle during the whole of your stay were those two?— 
Yes, but nobody was staying as a guest in the house. 

10119. I see. Can you give us the name of anyone who 
called as a guest other than staying? Did anybody call 
at Kinnaird Castle?— The Bishop of Florida, I remember. 

10120. Now try? — I am trying very hard. 

10121. Try to cast your mind back to anyone who 
called there with any connection in the City?— No, nobody 
— that I know of. They had a cocktail party and about 
25 people. I remember the Bishop of Florida and Prince 
George of Denmark and his wife. I do not remember, 
because I was helping with the— helping my hostess. But 
it was not discussed. 

10122. Let me try this one. Have you ever discussed 
the Bank rate with anyone ever in your life? — No. 

10123. That makes it so much more difficult, you know. 
That you suddenly come out with it as a topic of con- 
versation at a cocktail party, when it is something you 
have never discussed with anyone ever in your life? — I 
did not know anything, and I think in desperation I just 
said it, out of my head, out of the blue. 



Re-examined by The 

10124. When you were slaying at Kinnaird Castle did 
you go and visit anywhere else? — Once. 

10125. For the day?— No, not for the day, just for 
lunch. 

10126. Where was that?— Lord Inchcape had a shoot. 
But we only stayed for lunch and left directly after. 

10127. Where was that?— I cannot remember the name 
of the shoot. __ 

10128. Can you remember meeting anyone there? — 
No. 

10129. There would be a number? — There were about 
40 people. We just sat and had lunch and then left. 

10130. Do you remember who you sat next to? — I sat 
next to my hostess and some children. 

(The Witness 



Attorney-General 

10131. Did you go anywhere else while you were in 
Scotland. Perhaps you had better look at your diary 
again? — I stayed the night with my ex-brother-in-law on 
my way back. 

10132. Did you visit anywhere else while you were in 
Scotland? — No. 

10133. Even for the day?— No. 

10134. Chairman: Would you hand your diary and 
address book to the Secretary of the Tribunal?— Yes. 

10135. We will make those exhibits. And Mrs. 
Campbell, we may want to ask you some further ques- 
tions, so will you please be available tomorrow. You 
need not come here until you are sent for, but if you 
give the Treasury Solicitor youir telephone number and 
your movements so that you can be brought quickly that 
will be enough? — Yes. 
withdrew.) 



( Diary and Address Book marked respectively Exhibits 11 and 12) 



Mr. George Pollock, sworn 



Examined by 

10136. Mr. George Pollock, you are one of Her 
Majesty’s Counsel, and now a Director of the British 
Employers’ Confederation? — I am. 

10137. Your address is Evergreen Hill, Spaniards Road, 
Hampstead? — That is right. 

10138. On the 18th September this year did you go to 
the Ministry of Labour? — I did. 

10139. Was it in the afternoon? — It was about — I think 
the appointment was for 6.45, and we arrived about 6.30. 

101/5). Did you meet there Sir Vincent Tewson, Sir 
Tom Williamson and Mr. Yates? — I met them outside. 

10141. They were coming away? — They had come away 
and were standing on the pavement outside. 

10142. I follow. You were joined by Sir Colin 
Anderson? — That is so. 

10143. And he and you went together into the Minister’s 
room and saw the Minister and Sir Harold Emmerson? — 
Yes. 

10144. For about 10 or 15 minutes? — Yes. 

10145. Had 'the Minister certain typewritten notes from 
which he was speaking? — Yes, he had them in front of 
■him. 

10146. Did he give you any document to look at or 
take away? — No. 



Mr. Winn 

10147. Did he make remarks to you divided into two 
separate parts, first telling you about the Government’s 
intentions for the public sector of ithe economy? Yes, 
he did. . 

10148. And secondly with regard to the private sector 
of the economy? — Yes, he did. 

10149. I do not propose to go over those again as we 
have heard about them. Did the Minister mention ithe 
Bank rate? — No, he did not. , 

10150. Did anybody present ask any question about 
the Bank rate? — No, no-one. 

10151. Did anybody make any reference to interest 
rates?— No, no-one. 

10152. In substance it was indicated to you that the 
Capital Issues Committee , requirements would be made 
stricter and borrowing would be made more difficult? 
Yes. The Minister dealt with his proposals concerning 
the public sector and his proposals concerning the private 
sector generally, and indicated that there was to be a sort 
of financial top level for the future. 

10153. Then on leaving the Ministry dud your wire 
and you go to the Garrick Club with a Norwegian friend 
and his wife for dinner? — Yes, I went to pack up the 
Norwegian director, my opposite number in Norway, 
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and itook him to the Garrick Club and met my wife 
there. 

10154. Did you have any communication with anybody, 
either those persons or anyone else during the evening 
about what you had been told by the Minister? — -Nothing 
at ah. 

10155. The following morning did you tell two senior 
members of your staff ah ithe -information that you had 
been given iby -the Minister? — Yes, and with, them I helped 
to prepare a statement which we proposed issuing to the 
Press about it. 

10156. Did -one of ithem in fact ask you 'then if any- 
thing had been said -about ithe -Bank rate? — I think so. 
I think he mentioned it first. 



10157. What was your answer? — I cannot remember 
precisely whether he mentioned it first or whether I men- 
tioned it first, butt I spoke about the Capital Issues 
Committee and somebody said, “ What about the Bank 
rate?” and I said, “There was no mention of the Bank 
rate, because quite obviously it is going up.” 

10158. That was your opinion? — That was my opinion, 
yes. 

10159. Had you formed that quite independently of 
anything -which had been said to you? — Oh, entirely 
independently. 

10160. Did -you expect a rise to 6 rather -than 7? — 
I had never thought of At going up to 7. T thought it 
would probably go up to 6. 



By The Tribunal 



10161. Chairman'. What the Minister told you and 
Sir Colin Anderson was in confidence what the Chan- 
cellor was going to say the next day? — Yes. We were 
asked to go there really as more or less a matter of 
courtesy to be told in advance -of the Government state- 
ment the next day, and of course we were interested in 
two rather different questions. The thing which struck 
me as being particularly interesting about the Minister’s 
statement was that -it was the first Governmental statement 



of ithe kind -which -had not -referred to the maintenance 
of -what the Government call full employment, and the 
other -thing which struck me -as being interesting was 
that ithe imposition of the level for 1958 the same as 
1957 in fact would have meant a cut of about 4 per cent. 

10162. And you treated -what you were told as con- 
fidential? — Oh, entirely. 

10163. Until the statement was made by the Chancellor? 
— Oh, entirely. 



( The Witness withdrew.) 



Sir Tom Williamson, sworn 
Examined by Mr. Winn 



10164. 1 think you are Sir Tom Williamson ? — Yes. 

10165. Of 17, Kingsdown Road, Surbiton? — Yes. 

10166. Are you the Vice-Chairman of the Trades Union 
Congress? — Yes. 

10167. During Tuesday, 17th, was a telephone message 
received by Sir Vincent Tewson from the Ministry of 
Labour inviting him to go over and see the Minister 
about a quarter to six p.m. on 18th September with 
yourself and Mr. Tom Yates? — 1 believe so. 

10168. In oonsequence did ithe 'three of you go. to the 
Ministry at that time? — Quarter to six. 

10169. And did you see the Minister together and was 
Sir Harold Emmerson -there? — Yes. 

10170. Did ithe iMini-star tell you that the Chancellor 
would be making an -announcement ithe next day? — Yes. 

10171. And that he wished to tell you three of the 
measures proposed by the Government in advance as a 
matter of courtesy? — Yes. 

10172. That is a fair summary -of -what he said?— Yes. 

10173. Did he then .tel-l you of itwo pending develop- 
ments, first ithal the -Government was determined to hold 
the investment programme an -the public sector for two 
years at the 1957-58 monetary value? — Yes. 

10174. And also in ithe private sector to -hold bank 
advances at the same level for the coming years as the 
past? — Yes. 

10175. Was he speaking from notes, do you recall? — 
He had some notes before him, yes. 

10176. Were you shown or handed any documents? — 
No, we were not shown. 



10177. Was there -then a short discussion? — Yes. 

10178. In the course -of that did you yourself put 
forward certain views of your own? — Oh, yes 1 did. 

10179. To the effeot, in particular, that you desired -that 
the Government should be selective An their cuts in the 
investment programme? — Yes. 

10180. That would be in the public sector? — Yes. 

10181. Did you also suggest the desirability of ram- 
posing some building control? — Some building controls, 
yes. 

10182. Is that really the substance of what you put 
forward? — Yes. We had a short discussion. 

10183. -But that sufficiently sums -up what you were 
suggesting, does it? — Yes. We had a few pleasantries 
also. 

10184. As to conflicting views and philosophies, 1 dare 
say? — Y es. 

10185. At any stage did anybody say anything at all 
about a possible change -in the -Bank rate? — No. 

10186. Were any sales of gilt-edged securities made by 
or on behalf of the Trades Union Congress at about 
that time? — No. 

10187. I think you confirm that as you were leaving 
and -talking between yourselves outside Mr. Pollock and 

Sir Colin Anderson arrived and you exchanged a few ? 

— Yes, we met them. 

10188. And you exchanged a few more pleasantries?— 
Yes, we did. 



By The Tribunal 

10189. Chairman: I think At follows from what you 10190. And did mat divulge it to anybody? No. 

have said, that -the information you received you treated 10191. Until the Chancellor had made his statement? 

as confidential? — Yes, quite. Exactly. 

(The Witness withdrew .) 



M-r. Vernon Raymond Skinner, sworn 



Examined by 

(Statement B. 3) 

10192. Arc your names Vernon Raymond Skinner?— 
They are. 

10193. You are employed by the Stock Exchange 
Council? — That is so. 

10194. And have been -for 30 years?— Yes. 

10195. In the -records department? — In the records 
department. 

10196. Certain schedules have been provided by the 
Council to the Treasury Solicitor. On Monday, 18th 
November, were you present when Mr. Morley, the 
Secretary -of the Stock Exchange and Mr. Frost, a repre- 
sentative of the Treasury Solicitor’s office made a request 
to you for a schedule to be prepared of all dealings in 
British Government funds including nationalised stocks 



M.r. Winn 

and guaranteed stocks for £5,000 nominal and over on 
the two days, 18th September and 19th. September, up to 
the time of the public announcement of -the Bank rate 
change?— That is correct. I was -there. 

10197. At that time, were you in the ordinary course, 
receiving returns from jobbers of those dealings?— Yes. 

10198. Did you then cause the returns from jobbers to 
be completed, Mr. Morley writing to everyone of them to 
request co-operation? — He then wrote to the brokers. 

10199. And when you had received all the returns from 
all jobbers and brokers who had had dealings on those 
days in such securities, did you prepare charts in a form 
which you had agreed with the representative of the 
Treasury Solicitor? — I did. 

10200. Would you look at these photostats and tell me 
whether they appear to be photographic reproductions of 
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the two charts that you caused to be prepared? — Yes, they 
are. 

10201. They are prepared in the form of a list of pur- 
chases by olients and a list of sales by clients? — That is 
correct. 

10202. The clients there being the clients instructing 
the brokers? — Yes. 

( Chart of purchases marked Exhibit 13 
Chart of sales marked Exhibit 14.) 

10203. Subsequently, did you cause to be prepared a 
summary schedule in this form which gives the totals of all 
dealings in the same gilt-edged securities, buying trans- 
actions by each firm of jobbers, selling transactions by 
each firm of jobbers and the total for each of the days 
for which the Tribunal are particularly concerned? — Yes 

10204. In addition, does that same summary schedule, 
that you have in your hand, give turnover particulars in 
the same securities for twenty days before the change 
in rate in September this year, and ten days after? — Yes. 

By The 

10210. Chairman: I just want to be quite clear: the 
schedule of dealings which you prepared is of dealings of 
over £5,000 nominal? — Yes. 

10211. £5,000 and over? — £5,000 and over, nominal. 

[The Witnei 



10205. And of the turnover m those same securities 
each day respectively preceding the two previous changes 
in Bank rate? — Yes. 

10206. Those dates being what? — 15th February, 1956, 
and 6th February, 1957. 

( Summary Schedule marked Exhibit 15.) 

10207. Are you satisfied that, human error alone 
excluded, these documents do accurately reproduce the 
dealings which did take place as they are recorded? — 
Yes, I am perfectly satisfied. 

10208. Are you pretty familiar with the amounts of 
dealings in such securities on the Stock Exchange each 
day? — No, 1 am not ; I am in an office away from the 
market.. 

10209. 1 was only wondering whether you had a mental 
impression of the figures that pass through your hands, 
but you have not? — No. 

Tribunal 

10212. The summary showing the volume of sales 
totalled up, is that again over £5,000? — I understand that 
to be the total turnover nominal. 



withdrew.) 



Mr. David Dixon 
Examined by 

10213. Mr. David Dixon Walker, those are your names? 
Yes. 

102114. Of Little Pollards, Chalfont St. Giles?— Correct. 

10215. Are you managing /director of Evershed & 
Vignoles Ltd.? — Yes. 

10216. On the 19th September, 1957, about 10 o’clock 
in the morning, were you talking on the telephone to 
a fellow director of your company, who is also the 
legal adviser? — I was. 

10217. What is his name? — Mr. W. J. Brown. 

10218. Of what firm? — Le Vane, Northwood. 

10219. Was the topic of discussion on the telephone 
then, the position of the company’s overdraft and the 
possibility you might need more overdraft facilities? — 
That is right. 

10220. Did your fellow direotor, Mr. Brown, say that 
one of the plans of the company then in contemplation 
would require another £50,000 from the bank? — Yes. 

10221. And that that had better be pushed ahead 
quickly, because there was danger of a credit squeeze and 
of unwillingness on the part of the bank to allow any 
increase of overdraft? — That is so. 

10222. Did he also make some observation about the 
Bank rate? — He did. 

10223. What did he say?— He said it might be raised. 

10224. Did he say why he made that remark? — No. 

10225. What basis he had for saying it? — No. 

10226. Did he say whether he had heard that from 
anybody? — No, an expression of opinion. 

10227. That, of course, was important in that connec- 
tion, but he said it was no reasoh, in his opinion, for 
not going ahead with the plan? — That is so. 

■10228. Did that conversation have any impression on 
your own mind as to what you might do yourself? — 
Having given thought to the company’s position, I then 
gave thought to my own position, having already thought 
in my own mind that there was a possibility of the Bank 
rate being raised. 

10229. You had already thought that yourself? — Yes, 1 
had. 

10230. Why had you thought that? — Merely that the 
position was serious, and I thought it was just a possibility. 

10231. I gather you are not much of a dealer in stocks 
and shares or securities yourself? — No, 1 am not. 

10232. You held £50 of 3-1- per cent. War Loan at the 
time? — Yes. 

10233. Is that all?— That is all. 

10234. And you had not had any Stock Exchange deal- 
ings since before the war? — No. 

10235. But on this particular morning, did you bethink 
yourself of the broker you had dealt with in 1939? — Yes. 

10236. And did you telephone him? — I did. 

10237. Was that Mr. Pennefather. stockbroker of 
Borthwick & Co.?— Yes. 

10238. I suppose you reminded him you had met him 
or spoken to him in 1939? — We had met recently. 



Walker, sworn 
Mr. Winn 

10239. Did you then tell him something about your 
views on the Bank rate? — Yes, I told him I thought there 
was a possibility of the Bank rate going up in the near 
future. 1 asked him when it would go up, if it did, 
and he said Thursdays. 

10240. I want to be quite clear about this. In your 
statement to the Treasury Solicitor you said this, did you 
not. that you told him that you believed or had been led 
to believe that there might be a change in the Bank rate? 
— I do not remember my words. I would say “ I believe 
there may be a change ”. 

10241. Mr. Pennefather has told the Tribunal himself 
that he thinks what you did say was— speaking from 
memory, I think he said that you said you had been led 
to believe, but I do not see it in the note at the moment. 
At any rate in your statement to the Treasury Solicitor 
you used that expression, did you not, that you believed 
or had been led to believe that there might be a change? 
— Because that had been quoted to me from Mr, 
Pennefather’s statement. 

10242. Yes, I have it now: it is at Day 10, page 62 at 
letter “ E ” where Mr. Pennefather said : “ I think he said 
either he believed there would be or might be an increase 
in the Bank rate, or he was led to believe there might be 
an increase.” You are not quite in agreement with him 
about that? — It is not my recollection, but when the 
Treasury Solicitor told me that had been said 

10243. He put that to you? — Yes — I said “Well I may 
have said it ”. 

10244. What we are interested .in is: had anybody led 
you to believe there might be an increase in the Bank 
rate? — No, apart from the talk with my co-director, 
nobody else. 

10245. There is one other ambiguity I must clear up. 
When Mr. Pennefather answered your question as to when 
would there be a change, by saying Thursday it was merely 
telling you which day Bank rate changes were announced? 
— Yes. 

10246. This was already on a Thursday that you were 
ringing up? — Yes. 

10247. Did you not know that Bank rate changes were 
made on Thursday? — I did have an idea that they were on 
Thursdays. 

10248. You were just making sure? — Yes. 

10249. Then you said you would like to have a gamble, 
and he told you the best thing to do was to sell a bear 
in gilts. You knew what that meant? — Vaguely. 

10250. And you told him you did not want to risk a 
lot, but you wanted to make some money and did not 
mind making £200. You did not say how much you 
were prepared to lose? — I asked him what I might lose. 
He said : “ If there is no change, only the commission ”. 
It would be a very small amount. 
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10251. At. any rate, as a result you sold £10,000 3± per 
cent. War Loans that you had not got, and it was bought 
back for you after the change in Bank rate, and you made 
about £200?— That is so. 

10252. Did you have any discussions with any member 
of Parliament? — No. 

10253. Any Civil Servant? — No. 



By The 

10259. Chairman-. When did you last have a gamble 
on the Stock Exchange? — I think it was before the war. 

10260. Was that in gilt-edged? — No. 

10261. When did you last have a gamble in gilt-edged? 
— I do not think that I ever have. 

10262. I am not clear in my mind why, on this morning 
of the 19th September, did you suddenly become so 
dashing? — Put it like that, nor am I ; I just did have a 
hunch. 

10263. Mr. Milner Holland: Inspired. Who was the 
fellow director of your company, who was also legal 
adviser, who expressed the view to you that morning 
that the Bank rate was likely to go up? — Mr. W. J. Brown. 

10264. Is that the gentleman who was an independent 
member of Parliament? — No. 

10265. They are the same initials? — They are the same 
initials. 

10266. He expressed it as his view, did he, that the Bank 
rate was likely to increase? — During the conversation he 
gave that expression of his opinion, yes. 

(The Witness 



10254. Or any person who, to your knowledge, was 
connected with the Bank of England? — No. 

10255. Lazards?— No. 

10256. Royal Exchange? — No. 

10257. Mathesons?— No. 

10258. About the likelihood of a change in Bank rate? 
— No. 



Tribunal 

10267. He must have put it pretty strongly, must he 
not? — It is difficult to say; it was during conversation 
about the credit squeeze, and we were both agreed that 
there was a very great likelihood of the credit squeeze 
being tightened, and he added that he thought the Bank 
rate might be raised. I cannot recall whether he was very 
strong on that, but it was certainly one of the opinions 
he expressed. 

10268. It is this conversation that moved you to get into 
touch with your old friend Mr. Pennefather, with whom 
you had done no business for over eighteen years? — 
Not the only thing ; as 1 say, I was already thinking in 
my own mind it might well be raised. May I use the 
expression, perhaps it triggered it off. 

10269. Mr. Veale: You are the Managing Director of 
Evershed & Vignoles Limited? — Yes. 

10270. What is the nature of their business? — Electrical 
instrument manufacturers. 

withdrew.) 



Mr. Robert Brodie, sworn 
Examined by Mr. Donaldson 



10271. Are you Mr. Robert Brodie of 3, St. Helen’s 
Place, E.C.3?— Yes. 

10272. You are Senior Manager in London of James 
Finlay & Co.? — Yes. 

10273. Are James Finlay & Co. the Secretaries of the 
Chubra Tea Co., Ltd.?— Yes. 

10274. Was there a meeting of the Board of the Ghubra 
Tea Company on the 17-th September, when a financial 
statement was submitted showing the amount of credit 
in -the kink in London and elsewhere, and the amount of 
the company’s debit with the National Bank of India in 
Calcutta? — That is oorrecit. 

10275. And a statement of various 90-day sight drafts 
which had been drawn which had to he met by the oom- 
pany in October, November and December? — Yes. 

10276. On a consideration of the various liabilities 
which were going to arise and the existing state of 
liquidity, did the Board of the company reach any 
decision? — Yes, we decided to sell £30,000 gilt-edged and 
to reinvesit it at 5 per cent, in order to bring it into line 
with other funds that we had at seven days and at call. 

10277. Were you intending to invest it at seven days’ 
call? — No, we did not require to do that, because the 
7-day money would suffice us for two months. 



10278. So it was sufficient if you could have .it at any 
time after two months? — Yes, or perhaps three. 

10279. What were the instructions which were given in 
connection with the sale? — To sell the security and to 
reinvest £35,000 by adding some funds in order to bring 
it up to £35,000, and invesit it at 5-J, if possible, at three 
months and then seven days thereafter. 

10280. We know that in faot it was sold on the I8th 
through De Zoete & Gorton, and it was reinvested with 
a Borough Council at 5j- per cent.? — 5}. 

10281. Was that decision in any way influenced by con- 
siderations as to whether there might be any change in 
the Bank rate? — No. 

10282. If you had known there was going to be some 
change in the Bank rate — I am not suggesting you did — 
would you have aoted in the way in which you did act, 
or would the Board -have acted in the way in which it 
did act? — Two days later I could have invested it at 7 per 
cent, if I had known. 

10283. Is the answer to my question, No, you would 
not have? — No, I would not. 

10284. Had you yourself heard any rumours of a 
possibility of an increase in Bank rate? — None whatever. 



Cross-examined by Mr. Megaw 



10285. Do you know whether Matheson & Co. own 
any shares in the Chubra Tea Company? — Without refer- 
ring to tlhe register I could not answer. 

Mr. Megaw: Perhaps I may be allowed to make a 
statement on this. When Mr. William Keswick was 
giving evidence at Day 5, page 25, during his cross- 
examination he was asked about the connection of 
Mathesons with a large number of companies. One of 
them was the Chubra Tea Company, and be did say : “ T 



think we are very small shareholders ”. In faot, he had 
in mind Mathesons small shareholding in another tea 
company with a somewhat similar name. In fact, 
Mathesons do not hold any shares in the Chubra Tea 
Company. 

Chairman: May we take it that neither Mr. Keswick 
personally nor Matheson & Co. .nor the Jardine Matheson 
Group have any shareholding in this lea company? 

Mr. Megaw: Yes. 



By The Tribunal 



10286. Chairman: So what it really comes to is that 
you were switching from a medium-dated gilt-edged 
(The Witness 



security into a local loan, which was to be made repay- 
able earlier and at a higher rate of interest? — Yes. 

withdrew.) 
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Mr. Cecil Frank Tatnall, sworn 
Examined by Mr. Winn 



( Document K. 11) 

10287. Are you Cecil Frank Tatnall, of 4, Moorgate, 
London, E.C.27— That is my business address. 

10288. Are you a Director of Erlangers, Ltd.?— Yes. 
10289. On the 19th September, in the morning, do you 
remember Mr. GoodaU, who is your Investment Manager, 
speaking to you about your gilt-edged investments? That 

1S 10290. Not your personal investments, but Erlangers'? 



10291. What did he say?— He told me that the market 
had changed and in effect that he did not like the look 
of it. I suggested, when he described the market con- 
ditions ruling in the morning, that it should be sold. 

10292. What should be sold? — That the stock that he 
was holding should be sold. 

10293 He came to you, and did he mention what stock 
he was holding?— He did name the two stocks, actually. 

10294 And they were in fact £100,000 nominal Con- 
version '3i per cent. 1969, and £50,000 Funding Loan 
3 per cent. 1966/8?— That is correct. 

10295. And you said “ Sell them ” ; is that right? -Yes. 

10296. When he said he did not like the look of things, 
did he tell you why he did not like the look of things? 



Yes, because the market previously had been quietly firm, 
and late on the previous afternoon there had been a 
change, and that was accentuated in the opening of the 
market the next morning, the Thursday morning. 

10297. Is this right then, that Mr. Goodall was drawing 
your attention to a change in the market, not to the causes 
of any change in the market?— Yes, merely to a change 
in the market. 

10298. Was there no discussion at all about the causes 
of that change? — I do not think so, no. 

10299. Attempts were made to sell that stock, and in 
fact only £75,000 nominal of the 3-1 per cent. Conversion 
Stock could be sold at a price which was acceptable to 
you ; is that right? — Yes, that is true. 

10300. That was sold through Grieveson, Grant & Co. 
at 82}? — Yes. „ . . . 

10301. Has your Company bought any gilt-edged since 
September I9th? — Yes. 

10302. Has it sold any since then?— Yes. 

10303. In fact, it is quite usual for you to be buying 
and selling gilt-edged?— Quite, a normal business occur- 
rence, yes. „ , , , 

10304. One last thing: is it usual for Erlangers to buy 
and sell securities through a nominee Company?— Yes, 
our nominee Company. 



By The Tribunal 



10305. Chairman: I am certain that I gathered the 
business Erlangers do. They are bankers?— Yes. 

10306. They are not merchant bankers?— We are some- 
times described as merchant bankers. 

10307. Do you accept bills? — Yes, we do. • 

10308. And take money on deposit? — We do take 
money on deposit, but that is not one of our mam 
businesses, taking deposits. 

10309. I rather understood you to say that one or 
your main businesses is buying and selling gilt-edged?— 
Not one of our main businesses, but we are constantly 
buying and selling gilt-edged. 

10310. As a business, not, for instance, like we have 
heard Lazards were selling at this period, in order to be 
liquid? — Not specifically so. It might happen from time 



to time, but ‘this was not the case with this particular 
transaction. . 

10311. This, as I understand it, is a case where you 
took a view of the market? — Yes. 

10312. And decided to sell?— That is quite right. 

10313. Mr. Milner Holland: In faat, when the stock 
did not reaoh the price that you had in mind, part of it 
remained unsold? — It did, . 

10314. Did you yourself name a limit? — No. 

10315. It is no question of the whole lot being sold at 
any particular time?— No, that was left to the discretion 
of our Investment Manager. 

10316. In fact, the remaining part was sold after the 
change in Bank Rate? — It was. 

10317. And of course at a lower price?— It was. 



(The Witness withdrew .) 



Chairman: Before you call the next witness might I 
ask Mr. Attorney about one matter. Mr. Skinner has 
now proved a list of all transactions over £5,000 nominal 
which took place on the 18th September and the morning 
of the 19th before the Bank Rate was raised. Based on 
that complete list, what I may call a short list has-been 
prepared, which I will refer to as “the short list . I 
wonder if it would be convenient now if either you or 
perhaps Mr. Rodger Winn would explain the steps 
taken in reducing what I may call Mr. Skinners list m 
the short list? , , . . 

The Attorney-General: I will ask my learned friend 
to do that, because I know that he and Mr. Donaldson 
have spent a very great deal of time on that task, reducing 
it to its essentials for the consideration of the Tribunal. 

Mr. Winn: My Lord, from the very beginning my 
learned friend Mr. John Donaldson and I have been en- 
deavouring to see whether there was dead wood in these 
lists which were of no interest at all to the Tribunal quite 
manif estly- The first step seemed to us to be this, to 
look to see which transactions in the clients’ sales married 
with transactions in clients’ purchases, and we were able 
to detect a number of obvious marriages which were 
clearly just reinvestment of the same money, and we 
eliminated all those. 

In a number of other cases where the money realised by 
sales oould not be traced into other purchases, it was 
apparent that at about the same time the selling client 
was buying to a considerable extent, that is to say one 
would find a sale perhaps of £50,000 nominal and a pur- 
chase by the same client of £20,000, £30,000 or £40,000 ; 
not strictly speaking a marriage, but someone who was 
not showing a desire to leave the gilt-edged market at the 
time. We thought it proper to eliminate such oases as 
those. I drew attention to one or two this morning with 
de Zoete. 

In addition to that, we find that there were sales which 
had been carried out upon the instructions of Trustee 
Departments of the Banks or which, by inquiry through 



the Treasury Solicitor’s representatives, were found to be 
executors’ sales. There was one with which your Lord- 
ship has not been troubled of £144,000 odd sold by Lloyds 
Bank Foreign Department whioh was a sale for the 
Executors of the late Aga Klhan, who needed to raise 
some £15,000, and this was one of the transactions entered 
into to raise that money. AH sudli transactions and trans- 
actions on behalf of benevolent funds and trustees of 
hospital committees also we eliminated, on no better 
ground that they were unlikely to be persons who were 
speculating in the Stook Exchange and selling bears. 

Over and above that, it was difficult to make any 
further progress. There were a number of cases in which 
small transactions had occurred in odd numbers of pounds 
of nominal value which again seemed to be personal 
holdings and not likely to be anything but the disposing 
of a trust or personal investment in the ordinary course 
of dealing. , . , 

There were certain other transactions on which we spent 
a good deal of time which appear to take the form of 
switches of securities from the name of one company into 
lihe name of an associated company, or the switch or. 
securities from the name of an individual into the name 
of a company with which he personally was associated 
or vice versa. But upon examination of that category ot 
transaction, it emerged that they bad been going on over 
a period of weeks or even months before the material 
date when the Bank Rate ohange took place. They were 
eliminated merely because, whatever might be the motive, 
it oLearly was not related to this particular change m Bank 

Chairman : It might be a matter for the Tax authorities 
but not for this Tribunal. J . 

Mr. Winn : I respectfully agree, my Lord, but not 
anything to do with the change in Bank Rate. I think 
that is really all I can say. That left a number of cases 
where although the transactions were small, they were 
carried out on behalf of partners or relatives or associates 
of stockbrokers; and particularly in those cases and the 
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cases where the stockbrokers had been dealing for one 
of the institutions upon whom 'the limelight has been 
thrown in the course of this Inquiry, my learned friend 
and I diid pay special attention tio the matter. We took 
it in three stages. Your Lordship will not be troubled 
with the first and second stages, and then this list Exhibit 
7 was produced. 1 can only say that Mr. Attorney and I 
are both quite satisfied ourselves, with the great assistance 
we have had from the Treasury Solicitor’s representatives, 
that we do mot think there is any other transaction which 
in our opinion merits the attention of your Lordship’s 
Tribunal. 

Chairman: I am very grateful to you, Mr. Winn. Just 
to tie up the ends, we are then left with Exhibit 7, what 
1 call the short list? 

Mr. Winn: Yes, my Lord. 

Chairman: We have in the last few days been going 
through that short list, and I think I speak for my 
colleagues in saying that whereas we have statements from 
everybody concerned in that short list, a very fair repre- 
sentation of those people have now been called, the major 
deals have been specifically dealt with, and I think as 
far as we are concerned, having read through the remain- 
ing statements, we feel that there is no need to call 
anybody further in regard to the short list. 

Mr. Winn: I am much obliged to youir Lordship. 

Chairman: Lest there should be any confusion, it is 
called “ the short list ” only in name ; it in fact covers a 
great number of dealings. 

Mr. Winn: Yes, my Lord. I think it got down by 
the time it was a short list to 87, perhaps 85, but it did 
begin as a very onerous list. 

There is a matter of an alleged report by Reuters which 
was referred to in Day 3 at page 34 in the evidence of Mr. 
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Merrimau, a matter of a. conversation overheard at lun- 
cheon in the Oity Olub. The passage is at letter D : “ I 
recollect that the gist of his conversation ’’ — that is Mr. 
Owen Stewart — “was that they” — that is the National 
Bank of India — “ had been rung up at 9 o’clock on the 
day that the Bank rate moved — that was the day I was 
having lunch at the Club — and that they had been told 
that the Bank rate was going up to 7 per cent.” 

Mr. Stewart in the course of his duties for the Bank 
went to India, but he was cabled and I think your Lord- 
Ships have the copy of the return cable ; the original 
should be put in. The message sent was this : “ It has 
been alleged at Bank Rate Tribunal that you said on 19th 
September in City Club Reuters had told your Bank that 
morning Bank rate would increase. Please reply con- 
firming or denying. If confirmed, who told you and 
when.” 

Mr. Stewart replied on the 18th December by cable: 
“ Please convey to Treasury Solicitor following answer his 
queries. I confirm having made statement based on my 
understanding of remark made to me by General Manager 
National Bank of India at 12.10 hours 19th September. 
Stewiant.” 

That, I submit, makes it unnecessary to trouble your 
Lordships with the evidence of Mr. Seccombe, who merely 
confirms that Mr. Stewart did say what Mr. Stewart has 
now cabled that he said. There is no statement by Mr. 
Seccombe of any time. Mr. Seccombe does not suggest 
that Mr. Stewart at lunoheon stated that it was 9 o’clock 
when he heard this from Reuters. But I can call Mr. 
Secoombe if it would be more satisfactory. 

Chairman: You can call Mr. Oarr? 

Mr. Winn: Yes, my Lord, I was intending to cal Mr. 
Carr. 



Mr. William Carr, sworn 
Examined by Mr. Winn 



10318. Is your full name William Carr? — Yes. 

10319. Do you live at Hazel Court, The Drive, Belmont, 
Surrey? — Y es. 

10320. Are you General Manager of the National Bank 
of India? — I am. 

10321. Do you know a Mr. John Turner, the chief 
accountant of Reuters? — Yes. 

10322. You have known him for a good many years? — 

I have. 

10323. Did it happen that he telephoned to you on 
Thursday, 19itlh September? — He did. 

10324. At your Bank? — At my Bank. 

10325. Can you tell the Tribunal ait about what time 
that call took place? — I cannot say definitely, but I would 
place it at about 11.30 a.m. 

10326. What did he say to you?— -There again, 1 have 
difficulty in remembering exactly what he said, but they 
were words to the effect that there were strong rumours 
that there was going to be an increase in the Bank rate. 

10327. Meaning an increase that same day?— I took it 
to be that same day. 

10328. Did he refer to any other measures which he had 
heard were going to be taken? — He did. I was rather 
incredulous wihen he indicated that the Bank rate might 
be increased, and he then said he understood the Chan- 
cellor was introducing further measures. 

10329. Did he indicate what he understood those were 
going to be?— He did not detail what the measures were. 

10330. In referring to the Bank rate increase which he 
had heard rumoured, diid he .mention a rate or amount of 
increase? — He mentioned no rate or any amount of the 
increase. 

10331. And, as you say, you were somewhat incredulous 
at the time about the Bank rate increase? — I was. 

10332. But I suppose not long afterwards through your 
own teleprinter you learned of the official announcement? 
— That is true. 

10333. And that rather altered your view of the validity 
of libe forecast? — Exaotly. 



10334. Did you then take the teleprinter message, tear 
it off and take it along to Mr. Stewart, the Deputy Chair- 
man? — I did. 

10335. Did you mention then, do you think, the tele- 
phone conversation you had had with Mr. Turner of 
Reuters? — To the best of my recollection I did not men- 
tion then the telephone conversation I had with Mr. 
Turner. 

10336. Is it possible, do you think, that you might have 
done without remembering it now? I say that because 
you heard me read Mr. Stewart’s cable? — I have heard 
you read the cable. 

10337. He said : “ I confirm having made statement 
based on my understanding of remark made to me by 
General Manager ithat would be you, would it not? — 
Yes. 

10338. — “at 12.10”. It was about 12.10, I suppose, 
when you were in the room? — No, it would be about 
11.50 or 11.55. 

10339. Possibly this is the way it arose : after going 
into Mr. Stewart’s room did you go back to ytour own 
room? — I did. 

10340. Then did the Chairman come in to see you, 
Mr. Miiohie? — Some ten minutes later. 

10341. And he told you he had already heard of the 
increase ; but did you mention to him this telephone 
conversation with Mr. Turner? — I did. 

10342. Is it possible that Mr. Stewart either overheard 
you talking to Mr. Michie or that he heard it indirectly 
through Mr. Midhie?— That is quite possible. 

10343. You cannot be sure? — I may have mentioned it 
to Mr. Stewart myself but I have no recollection of doing 
so. 

10344. The important thing is this : it was not, I gather, 
9 o’clock an 'the morning but 11.30 when Mr. Turner spoke 
to you? — 11.30 to the nearest of mry recollection. 

10345. And no rate was mentioned? — No rate was 
mentioned. 

10346. And no action was taken by your Bank on the 
information you had heard from Mr. Turner?— None 
whatever. 



The Tribunal 



10347. Chairman : Why were you so incredulous that 
the Bank rate was going up? — It was unexpected; there 
were no indications that a change would take place. 

10348. What indications would you expect?— Indica- 
tions from brokers in tihe market, money brokers, bill 
brokers. 



10349. You did not think it was going to go up? — I 
was rather incredulous because from time to time we hear 
reports that there is going to be a change in the Bank 
rate and very frequently no change takes place. 

10350. There was nothing unusual in Mr. Turner ring- 
ing you up and telling you rumours of this sort?— Well, 
he had not done so before. 
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10351. 1 suppose there are rumours from time to time 
on a Thursday morning? — Very frequently. 

10352. I understand this sticks in your mind because 
on this occasion the rumour was rigihit? — That is true. 

10353. Mr. Milner Holland : You realise, do you not, 
that in fact we have been told that Mr. Stewart at lunch 
said that his Bank — Itihat is your Bank — were rung up at 
9 o’clock in the morning by Reuters and told the Bank 
rate was going up to 7 per cemt. Having regard to what 
you have heard of Mr. Stewart’s cable, do you think that 
that originated from the incidents you have described to 
{The Witness 



19th December 1957 

us, namely your talk to Mr. Turner and your talk with 
Mr. Stewart? — I do. 

10354. You do? — Yes. It is an incorrect statement. 

10355. You tell us that Mr. Turner did not mention 
7 per cent, and it was not at 9, it was at 11.30? — ;Yes. 

10356. And there are other differences. You still think 
it is that conversation on the telephone with Mr. Turner 
that has become the 9 o’clock in the morning conversation 
from Reuters mentioning Bank Rate of 7 per cent., do 
you? — I imagine it is my conversation with Mr. Turner 
that did so, but Mr. Stewart when he said so then had 
knowledge that the Bank rate had gone up to 7 per cent. 

withdrew .) 



Mr. William Carr 



Mr. John Turner, sworn 



Examined by I 

{Document K.9) 

10357. Is your full name John Turner?— Yes. 

10358. Do you live at 4, Northwick House, St. Johns 
Wood Road, N.W.8? — Yes. 

10359. You have been the Chief Accountant of Reuters 
since 1954? — Yes. 

10360. Before that you were their General Manager in 
India?— That is right. 

10361. In the course of your work do you have to 
arrange for credits and money generally to be available in 
all parts of the world? — I do. 

10362. On the morning of the 19th September did you 
read in The Times and the Daily Telegraph and the 
Financial Times that possibly financial measures might 
be announced by the Chancellor of the Exohequer?— I 
did. 

10363. Did you during the morning receive an enquiry 
from a Bank as to whether you expected there to be some 
de- valuation? — From our own bankers, the Bank of 
Scotland. 

10364. As a result of that did you consult Mr. Gampell, 
who is your Financial Editor? — Yes. 

10365. At that time did you know he had been to see 
the Chancellor? — I did not. 

10366. Would you have consulted him if you had known 
that? — I certainly would not. 

10367. What sort of answer did you get from Mr. 
Gampell? — Mr. Gampell said, I think, that de-valuation 
is most unlikely ; 1 think that is all. 

10368. He dealt with it very shortly in fact?— Yes, I 
think he added — I cannot remember the exact words — 
“Why don’t you read the morning papers”, something 
of that sort. 

10369. That seems a rather circuitous way of getting 
your information. At all events, you did not take that 
advice but you in fact rang Mr. Carr ; is that right? — 
I had already read the morning papers. I did ring 
Mr. Carr after that. 

10370. Why did you ring Mr. Carr?— I have known 
Mr. Carr for many years, and I have known him in India 



lr. Donaldson 

as a banker, and that morning I felt a little uneasy at what 
was happening ; there were rumours and talks. 

10371. Rumours of what?— Rumours of— well, the 
Financial Times said the Chancellor 

10372. You mean the rumours in the newspapers? — 
The rumours in the newspapers, yes. 

10373. No other rumours? — No other rumours. 

10374. The Tribunal has had the rumours from the 
newspapers? — No other rumours ; so I thought I would 
see if I could get a reaction from Mr. Carr as to what 
the feel of the exchange market was. 

10375. What time did you ring Mr. Carr? — Between 
11.30 and 11.45. 

10376. Are you sure about that time? — I am absolutely 
sure. 

10377. Was that the first time you had rung him that 
day? — That is the first time I had rung him that day. 

10378. Had you rung anybody else at the National 
Bank of India that day? — Nobody else at the National 
Bank of India. 

10379. I hope this question is not in any way offensive, 
but were you in fact in your office at 9 o’clock in the 
morning? — No, I was not. 

10380. Have you ever talked to Mr. Stewart, the Deputy 
Chairman? — I have never met him, I do not know him. 

10381. In the course of your conversation with Mr. 
Carr did you mention the Bank rate? — I did. 

10382. As what — did you say there was going to be an 
increase? — I said: “There is talk this morning of an 
increase in the Bank rate ", and Mr. Carr, if I remember 
rightly, said : “ Oh, there is always rumours of an increase 
in the Bank rate on Thursday mornings, I do not believe 
a word of it.” 

10383. And it was left like that? — So far as the Bank 
rate was concerned it was left like that. 

10384. And when you said there was talk of an increase 
in the Bank rate, that was based on the newspapers, was 
it? — It was based on the Daily Telegraph report and my 
own feeling that something drastic had at that time to be 
done. 



By The Tribunal 



10385. Chairman-. But why ring Mr. Carr up at 11.30 
or 11.45?— It happened to follow, my Lord, the con- 
versation which I had immediately had with the Bank of 
Scotland, our own bankers. 

10386. But you only had to wait a quarter of an hour 
and you would know Hie result? — But I was not par- 
ticularly interested in the Bank rate as such, I was more 
interested in the exchange, and the question of the time 
at which the Bank rate is announced was not in my mind, 
1 was not buying or selling. 

10387. You were concerned to obtain his views 
generally, were you, on de-valuation? — On the feel of the 
exchange market, yes, that is my chief interest. 

10388. Mr. Milner Holland : The Bank of Scotland had 
rung you up about de-valuation, not Bank rate? — Yes. 

10389. And you had asked Mr. Gampell about de- 
valuation, not Bank rate? — That is true. 

10390. You rang up Mr. Carr to talk about matters 
generally, not specifically about Bank rate?— No ; . but 
from Gampell’s reply to me I got the impression — it was 



not an impression, he told me de- valuation was not — 
was very unlikely. 

10391. So what were the subjects of your discussion with 
Mr. Carr, was it only Bank rate? — No, I also said : “ There 
is talk in the morning paper about measures which will 
affect you probably more than they will affeot me ”. There 
were in fact, as you must be aware, other items in the 
morning paper. 

10392. Certainly. I just wanted to see what range your 
conversation with Mr. Carr covered. It was not limited 
to Bank rate?— No. As far as I remember, I said: “It 
looks as if the exchanges will be maintained but there 
is .talk of other measures, including an increase in the 
Bank rate.” 

10393. Mr. Veale: Where had you heard the talk that 
morning of rise in Bank rate? — Solely from the Daily 
Telegraph. 

10394. Then you do not mean “ talk ” at all, you had 
read dn the paper? — Rumour, I think the word “ rumour ”, 
or “ talk ” ; yes, I had read. 



{The Witness withdrew .) 



The Attorney-General : Unless your Lordship wants Mr. 
Seccombe, I think that concludes the evidence on that 
item. As there has been a reference to a Mrs. Hicks 
Beach this afternoon, perhaps I might say that I under- 
stand that Mrs. Hicks Beach is not the wife of Mr. Hicks 
Beach who is a Member of Parliament. I think that 



should be made clear in case there is any misapprehension. 
I also think it ds probably desirable that she should be 
available to give evidence tomorrow df she should be 
required. 

Chairman : Yes. 

The Attorney-General : I call Mr. Harold Wilson. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



19th December 1957 



269 



The Rt. Hon. James 
Examined by The 

Chairman: Mr. Harold Wilson, may I first of all say 
that I am sorry you had an abortive visit here yesterday, 
and I hope this is not inconvenient. 

10395. The Attorney-General : Is your full name Harold 
Wilson? — James Harold Wilson. 

10396. You are a Member of Parliament? — Yes. 

10397. You have supplied to the Tribunal a very long 
statement with many annexes covering a great deal of 
ground that has already been covered by the Tribunal in 
this Inquiry? — Yes. 

10398. And if I may, I will take you through that state- 
ment, leaving out a good deal of it which relates perhaps 
to matters with which this Inquiry is not primarily 
concerned? — Yes. 

10399. You begin by saying this, do you not: “At no 
time have I stated that there was an improper, and prema- 
ture leakage of Bank rate”? — That is so; I have never 
said that at any stage. 

10400. And that your concern throughout has been to 
ensure that the anxiety on this question in both the City 
and widespread- sections of the Press should be allayed by 
a full and adequate investigation? — Yes. 

10401. Then I think that you refer to what I might call 
the newspaper comment immediately after the announce- 
ment of the rise of Bank rate? — Y es. 

10402. Was it in consequence of those newspaper reports 
that you yourself reported on Monday, 23rd September, 
to your colleagues on the Parliamentary Committee of the 
Parliamentary Labour Party, which is called the Shadow 
Cabinet, and were authorised to write to the Government 
asking for inquiries to be made? — Yes, it was when I 
saw the same comments in The Times, the Manchester 
Guardian, the News Chronicle and the Daily Express that 
I felt there was a case for an inquiry. 

10403. Having consulted your colleagues, you were 
authorised to write the letter which was annexed to your 
statement and is dated 24th September, 1957, which I 
have already read to the Tribunal? — Yes. 

10404. That is annexe 2. The reply, I think, is dated 
26th September, the Thursday, and that is annexe 3. 

I think by the time you had received that reply you had 
heard or seen a statement which we now know was issued 
by the firm of jobbers Wedd & Owen? — That is right, 
in the Press. 

10405. You say in your statement that neither before 
nor at any time after this firm issued their statement did 
you have any communication with them, written or oral, 
nor do you know any member of the firm? — That is right. 

10406. I think the next thing that happened — we want 
to get the events in chronological order — was that on 
Thursday, 3rd October, Mr. Gaitskell drew your attention 
to a letter he had received from a colleague? — Yes. 

10407. Was that a letter relating to what I might call 
the Chataway incident? — It was, although until this 
Tribunal met I did not know the identity of the lady in 
question. 

10408. We have heard all the evidence about that? — 
Yes. 

10409. Did you discuss that letter with Mr. Gaitskell? — 
Yes. 

10410. Did you enquire of the writer of the letter as to 
the standing, reliability and good judgment of the Civil 
Servant in question? — Yes, I did. 

10411. Did you then decide, having made those enquiries 
and in the light of your discussion with Mr. Gaitskell, 
that you should write again to the Government? — Yes. 

10412. And is that the letter, annexe 5, of the 4th 
October? — Yes. 

10413. And the letter in which you say: “Prima facie 
evidence has been brought to my attention suggesting 
that the leak emanated from 'a political source ”? — Y es. 

10414. “ I am prepared to arrange that the evidence will 
be made available to any tribunal the Prime Minister may 
appoint”? — That is right. 

10415. Did you get a reply to that letter? The letter 
was addressed to Mr. Enoch Powell, but you had a reply, 
as he was away, from the Prime Minister, did you not? — 
Yes, within about two hours. 

10416. That was dated 4th October and asking if you 
were willing to make the evidence available, in which 
case he would refer it to the Lord Chancellor and ask him 
to report? — That is right. 

10417. That is annexe 6. You say in your statement 
that you discussed the letter you had received from the 
Prime Minister with Mr. Gaitskell during the week-end? 
—Yes. 

30671 
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10418. And during that week-end you were, you say, 
put. into touch with the Civil Servant? — Yes, whose name 
I did not know until, I think it was, the Sunday when I 
was in touch with Mr. Gaitskell. 

10419. When you say “put in touch”, will you try to 
clarify that? You were put in touch with Mr. Pumphrey? 

10420. You say in your statement that your enquiries of 
the Civil Servant— -that is Mr. Pumphrey — confirmed your 
view that the prima facie evidence was such as to make 
it your duty to see the Prime Minister?— Yes. 

10421. Did you and M,r. James Griffiths ask to see the 
Prime Minister? — On tihe Monday morning, Mr. Gaitskell 
being ill with influenza, yes. 

10422. Did he see you on Monday, 7th October, and 
was he accompanied by the Lord Chancellor?—' That is 
night. 

10423. After your discussion did you get a further letter 
from the Prime Minister adhering to his view that the 
Lord Chancellor should conduct the investigation and 
asking you ,to make the evidence available?— Yes, because 
the main purpose of my interview was to suggest to the 
Prime Minister that in our view it should not be the 
Lord Chancellor but it should be a High Court Judge 
designated by him to carry out this preliminary investi- 
gation. 

10424. I do not think we need go back into the main 
motives or purposes. On Wednesday, 9tfa October, did 
you and Mr. Gaitskell go to see the Lord Chancellor?— 
Yes. 

10425. Did you hand over a document which is, I think, 
the memorandum attached to the letter dated 9th October, 
which you also tended to him then? — We handed the 
letter and the memorandum to him after some discussion. 

10426. I have read that memorandum ; that is the 
memorandum containing four numbered paragraphs. I 
do not think, unless the Tribunal want me to, it is neces- 
sary to read it again at tills stage. Then following upon 
that, the next I think one comes to is the 22nd Ootober. 
Did you then receive on that day or the following day a 
letter from the Prime Minister summarising the conclusion 
readied by the Lord Chancellor and rejecting your request 
for an inquiry? — Mr. Gaitskell received the letter ; I was 
with Mr. Gaitskell when it came. 

10427. That is the letter which is annexe 8, of the 22nd 
October? — Yes. 

10428. Then I think you say a little later on in your 
statement that you feel it is your duty to emphasise that 
up .to this point, the 29th Ootober — that is the week later 
— you had not heard any suggestion that Mr. Oliver Poole 
was or could have been implicated in this matter save 
in his collective responsibility for the Conservative Central 
Office? — Yes, that is quite true. 

10429. You say also in your statement that so far as 
you are concerned it was Mr. Derek Marks’ sensational 
bult apparently circumstantial news story in the Daily 
Express of the 30th Ootober that revived the question? — 
Yes, that was the day after the economic debate in which 
I had made the speech saying ail I knew about the Bank 
rate business and virtually laying the subject down. 

10430. That was the aritide that referred .to “ a Treasury 
brief ”? — Yes. 

10431. You go on to say : “This article and subsequent 
Press suggestions that the Chancellor had seen Mr. Poole 
seem to call for an answer ” ; that is what you say, is it? — 
Yes. 

10432. And that after a discussion with you Sir Leslie 
Plummer tabled two questions arising out of the Marks 
sitory? — Yes. 

10433. And it was those questions that led to the Parlia- 
mentary events of the 12th to the 14th November? — Yes. 

10434. In addition to the matters to which you refer 
specifically in your written memorandum, there were two 
other matters to which I think you made reference in the 
memorandum that you wrote to the Lord Chancellor. Was 
one of those matters dealing with the Order of Foresters? 
— No, they were not referred to in the memorandum to 
the Lord Chancellor but in the final paragraph of my 
memorandum to the Tribunal I said I had received a very 
large number of ’phone calls and letters, many of them 
anonymous, some of which were frankly lunatic ; but out 
of all of those there were two which I thought it was 
my duty to mention before the Tribunal, and that was one 
of them. 

K 
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10435. And the other one was?— The other was in 
consequence of a journalist calling at my office and asking 
to see me. I did not see ham, though my secretary did, 
but he ’phoned me later and gave some very circumstantial 
Stories which I thought at any rate should be investigated ; 
so I gave a brief summary of that to the Treasury 
Solicitor, though I have since learned that the man who 
called is now dead. 

10436. That was in relation to Mr. Osborne, I think l — 



10437. We have dealt with that. I do not think we 
want to go into details of the City Press, matters you 
did refer, quite properly ; I am making no comment. It 
is covered by those investigations?— Yes, it was a refer- 
ence to the City Press and to two Japanese bankers, 
though I did not give the Treasury Solicitor anything like 
a full acoounit of what Mr. Osborne alleged because I said 
he could get it direct from Mr. Osborne. 

10438. It has been investigated as far as possible. Now 
I want to ask you a few questions on your statement to 
get the thing absolutely clear if I can. The first demand 
you made for an inquiry was, I think it is clear based on 
what you had seen in the press and nothing else?— I hat 

10439 When you returned to the charge on the 4th 
October' and referred to prima facie evidence being avail- 
able, that was the evidence offered or tendered by Mr. 
Pumphrey? — Yes. . 

10440. There was no other evidence to support that 
letter? — 'None that was known to me. 

10441 Then when you were asiked to make that evidence 
available you discussed the matter with Mr. Gaitskell 
during the weekend, and you say in your statement that 
during that weekend you got in touch with Mr. Pumphrey ? 

10442. Did you see him?— Yes. He came to see Mr. 
Gaitskell and myself. . . 

10443. It was your own personal enquiries ot Mr. 
Pumphrey whioh confirmed your view that the prima facie 
evidence of Mr. Pumphrey was such as to make it your 
duty to see the Prime Minister?— That is right, yes. 

10444. Then ultimately we have two stages : first, what 
one might call chapter one, press reports?— Yes. 

10445. Second, chapter 2, press reports, plus Mr. 
Pumphrey. Then we get to the third stage, do wenot, 
when you wrote on the 9th October to the Lord Chan- 
cellor. You handed him the letter setting out the 
memorandum. Have you a copy of the memorandum 
in front of you?— Yes. , , 

10446. Let us identify it. I do not think we need read 
the whole of it. Paragraph 1 of that memorandum relates 
to Mr. Pumphrey and Miss Chataway, does it not?— Yes. 

10447. That is the subject-matter of that paragraph? — 



10448. Paragraph 2 relates to what I may call the Wat- 
ford Station incident?— The Watford railway station 
incident. . 

10449. Which I think you had seen reported in 
Reynold’s News!— I had seen a reference in Reynolds 
News and I had been told that it was a Reynold's News 
journalist, though I did not see him and did not know 
his identity at that time. 

10450. I come now to paragraph 3. That is a refer- 
ence to the Chancellor of the Exchequer Seeing some 
journalists in the afternoon before the Bank rate was 
raised? — Y es. 

10451. Then paragraph 4 says: “It is widely under- 
stood that some individuals at the Liberal Party confer- 
ence, including a prominent journalist, knew the Bank 
rate decision before the announcement”? — Yes. 

10452. Then you come back again to the press reports. 
Then you say, “There are in addition other rumours which 
I prefer not to put on paper but which I think I should 
pass on to you orally.” — Yes. 

10453. So that at this stage we have added the Watford 
Station incidents, the conversations of the Chancellor with 
the journalists on the Wednesday, the return of the 
journalist from Southport, to what you had brought to 
notice before? — Yes. 

10454. What about the other rumours whioh you pre- 
fered not to put on paper? — I would still prefer not to 
give them, because they were in my view fantastic. I 
told the Lord Chancellor what they were. They involved 
the names of prominent political personalities, and I did 
not see any good in bandying them about. 

10455. I am obliged to you. I do not know that we 
need pursue them if you are quite satisfied that they are 
absolutely fantastic. On the 22nd October the Prime 
Minister replied?— Yes. 



10456. Saying that there were no grounds for an in- 
quiry. Had you by that date heard anything in relation 
to Lord Kindersley or either of the Mr. Keswicks?— I 
had not heard anything about Lord Kindersley or any of 
his companies or Mr. Keswick until -this Tribunal began 
to sit, and I was quite surprised by it. 

10457. Let us get this absolutely clear : no rumours or 
reports had come to your ears in relation to trans- 
actions by Lazards or the Royal Exchange or in any way 
connected with either of those gentlemen? — None at all. 

If I may add to that, by that time a large number of 
press people, City editors and others, had telephoned me, 
thinking that they could get out of me what my story was 
by telling me their own, so I got some 20 or 30 separate 
press stories and Tumours, many of which appeared to 
be fantastic, nothing hard at all. 

10458. At any rate, among the reports and rumours 
which came to your ears you did not hear reports or 
rumours in relation to those matters? — No. There was one 
City editor who said, Had I heard anything about a 
£3 million sale by an insurance company, or attempted 
sale, and I said, No, I had heard nothing of the kind. No 
names were given. 

10459. In your statement, paragraph 17, you say that 
up to 29th October you had heard nothing implicating 
Mr. Poole in any way? — Yes, that is true. 

10460. Had you heard his name mentioned up to 29th 
October? — No. 

10461. In this connection? — No. 

10462. Now, presumably you have selected that date 
with some care, Mr. Wilson. What happened on the 29th 
October to bring Mr. Poole’s name to your notice in this 
connection? — That date must be taken in connection with 
the previous two paragraphs of my memorandum. When 
I said that, on the 29th October I made a fairly lengthy 
reference to this incident in the House of Commons. That 
was, to use your phrase, the end of a chapter, and up 
to the date of the end of the chapter, the 29th October, 

I had not heard about Mr. Poole. 

10463. I want to see on what information it was brought 
to your notice. You end paragraph 18 by saying that 
“ Mr. Marks’s article on the 30th October and subsequent 
press suggestions that the Chancellor had seen iMr. Poole 
seemed to call for an answer.” You see that sentence? 
—Yes. 

10464. To what press publications were you referring 
when you said “ subsequent press suggestions ”? — I was 
not referring to publications, I was referring to the fact 
that practically every journalist I saw for some days 
afterwards started to ask me if I was on to the Poole 
story. 

10465. You mean suggestions made personally to you 
by reporters and others? — Yes. 

10466. And lobby correspondents? — Yes. There was 
great interest in the press as a result of the Marks article. 

10467. The Marks article did not refer to Mr. Poole by 
name, did it? — No. 

10468. 'When you read it did you tfeiiQk it was aimed 
at Mr. Poole? — I do not think so. But it was so quickly 
after that that a number of journalists started to draw 
my attention to it that I am not quite clear. I do not 
think my memory — I am not quite sure about this — I think 
my attention was drawn to the article by someone who 
mentioned Mr. Poole and then I went and read the article. 

10469. Did you have any discussion with Mr. Marks 
about the article? — Yes. 

10470. When? — Some two or three days afterwards. I 
should say that throughout this period nearly every press 
man in the Palace of Westminster kept running into me, 
accosting me, and telling me various things. Mr. Marks 
was one of them. I did not have any detailed discussion 
with him about it 

10471. But it was Mr. Marks’s article on the 30th 
October that you say revived the question? — Yes. 

10472. You describe it in your statement, I think, as a 
“sensational but apparently caroumstamtial news story”? 
—Yes. 

10473. I only ask you this : Did you endeavour to ascer- 
tain from Mr. Marks what grounds there were for the 
Statements made in that artiole? — No. 

10474. You see, you had seen Mr. Pumphrey with Mr. 
Gaitskell to satisfy yourself about his evidence before you 
reached the conclusion that you should in consequence 
of ilt see the Prime Minister. Burt with regard to Mr. 
Marks’s article you did not ask him on what that article 
was based?— No, for two reasons. In the first place the 
House of Commons was not sitting at the time when the 
letter about Mr. Pumphrey reached Mr. Gaitskell. Our 
only means of questioning the Government was by writing 
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to lihe Treasury and of course publishing the exchange of 
correspondence in the press. It was therefore our only 
way of checking even to a small extent on the reliability. 
On the second occasion, of course, questions could be put 
down in the House. The second reason is that I know 
from long experience that if you ask any press man where 
he got his information from you can be quite sure you 
will geit no answer. 

10475. That may be. That was not really what I was 
asking you. If you had seen Mr. Marks that day it would 
have been possible, would it not, to have asked him at 
what person this article was aimed? — I do not think it is 
the duty of a Member of Parliament to go round con- 
ducting enquiries in the press. I think if there is sub- 
stantial public interest it is his duty to put a question 
down in Parliament and get it from the responsible 
Minister. 

10476. I did not ask you about the duties of a Member 
of Parliament, because a Member is responsible for what 
he puts in his question. I am asking you as a matter of 
fact ; I want to find out the facts. Did you in fact ask 
Mr. Marks on what this was based? — No. 

10477. You go on to say that Sir Leslie Plummer after 
discussion with you tabled two questions? — Yes. 

10478. When did Sir Leslie Plummer start discussing 
it with you, do you remember? — That I cannot remember. 

10479. We know from his evidence that he returned to 
this country on the 25ith September? — Yes. 

10480. Had yo-u seen him by the 30th October? — I saw 
him at the Labour Party Conference for a few moments — 
well, a few minutes — in the first week of October, and 
there was a brief reference to tire earlier exchange of 
letters about the Bank rate question. I certainly saw 
him when Parliament resumed on the 29th October. 

1048'1. Did he show you the draft questions before they 
were tabled? — Yes. 

10482. Did you see any reference to those questions in 
the press? — Yes. 

10483. Was the first reference in the Daily Express 
on the 1st November? — I do not remember in which news- 
papers I saw them. 

10484. Perhaps you could have a bundle of press cut- 
tings. It is No. 81 in the bundle. Do you see the cutting 
on that page : “ Three more questions on the leak ”? 
( Page haiuled to the witness.) — Yes. 

10485. “The alleged leak of the Bank rate announce- 
ment of September 19 is still being vigorously pursued by 
the Socialists”? — Yes. 

1 0486. “ Among a lot of questions to be directed at the 
Chancellor of the Exchequer, Mr. Peter Thorneycroft, on 
November 12, are three by Sir Leslie Plummer, Socialist, 
Deptford. He will ask Mr. Thorneycroft to place in the 
Oommons Library a copy of the advance brief on the 
Bank rate prepared in the Treasury and he wants to know 
to whom outside the Government service this brief was 
issued or shown ; 2 : Sir Leslie will ask for names of mem- 
bers and ex-members of the Commons and the Lords who 
saw the Chancellor or his deputies on September 18 ; 
3 : He wants to know the number of journalists briefed 
by the Chancellor on that day”?— Yes. 

10487. Were those the questions in their original form 
as shown to you by Sir Leslie?— Yes. 

10488. Had you seen them before the 1st November? 
—I saw' them, I think, when he first sought to put them 
down which was, of course, in the old session, and you 
cannot officially table questions for the new session. 

10489. Had you seen Mr. Marks yourself— I must put 
this to you — about those questions? — No, I do not think 
so not until they were down. I think he may have 
approached me. As I say, many journalists did. I did 
not give him this information about these three questions. 

10490. This was before they got on the Order paper? 
Yes, quite. 



10491. Because Sir Leslie Plummer has said (Day 1, 
page 45), that he did not at that time speak to any 
journalists about these questions? — Well, I certainly did 
not tell any journalist that these questions were being put 
down. It is not unusual. 

10492. I just wanted to get it quite clear. I think it 
is right that it should be. Did you help redraft the ques- 
tions? — Yes. 

10493. We know that of the three questions there 
referred to two were in substance covered by the tabled 
questions, were they not? — One was out of order, and the 
other two were queried by the Table Office, and that was 
why I helped to redraft them. 

10494. We have heard Sir Leslie Plummer’s evidence, 
and we know the position about that. Did you, before 
Sir Leslie rose to put those questions, know that it was 
his intention to mention Mr. Oliver Poole by name? — 
I knew that he had identified Mr. Poole as .the person 
referred to in the press and in his mind, yes. 

10495. And in his mind? — Yes. 

10496. He made that clear to you in his discussions with 
you? — What, that Mr. Poole was ? 

10497. That he was in his mind? — That Mr. Poole was 
in his mind as the subject of these questions, yes. 

10498. You asked, did you not, a supplementary ques- 
tion in which you referred to him? You asked whethei 
or not the Chancellor had seen the Vice-Chairman of the 
Conservative Party who, you said, “ has vast City 
interests ”, the day before Bank rate went up? — Yes. 

10499. What knowledge did you have at that time of 
Mr. Poole’s City interests? — I knew he was connected 
with a group of companies called Whitehall Securities or 
Whitehall Investments or something connected with the 
name of Lord Cowdray. 

10500. Mr. Marks has sworn that at the time when he 
wrote the article he had no idea that Mr. Poole was a 
director of a large number of concerns, but you did 
know? — I did know that he was connected with one of 
two of these companies. 

10501. I am concerned to see or elicit, if I can, on what 
grounds any imputations or allegations were based. This 
reference to Mr. Poole and his City interests in this con- 
nection might have been read as conveying an imputation 
against him. Were you seeking to suggest that Mr. Poole 
had had improperly disclosed to him information about the 
Bank rate and that he had used that information to his or 
his companies’ advantage? — No, I was not seeking to im- 
pute that, and if I had been one of the Members of Par- 
liament present would have raised a point of order and I 
would have been stopped by Mr. Speaker. 

10502. I was going on to what had been the next thing, 
but I thought it right to give you the opportunity of .saying 
that. May I ask you this question, because this is thg 
question with which this Tribunal are so closely con- 
cerned : On what ground did you make that reference to 
Mr. Poole in your supplementary? If I follow you cor- 
rectly, you had only this information : Mr. Derek Marks’s 
article of the 30th October, the paragraph in .the Sunday 
Express under the name of Ephraim Hardcastle? — Yes. 

10503. Had you anything else? — No. I was not con- 
cerned at all with Mr. Poole. I had no reason to think 
that he would have been likely to act in this way. I was 
concerned with what I considered would be the im- 
propriety of the Chancellor in giving apparently secret 
information to an individual not covered by the Official 
Secrets Act. That was the whole of the motive for that 
supplementary question. 

10504. You knew before those questions were asked 
that it was Sir Leslie Plummer’s intention to mention Mr. 
Poole by name? — Y es. 

10505. And you yourself mentioned him by name. I 
am only concerned with this : Apart from what occurred 
in the press you had no ground for doing so? — I had no 
ground for doing so, but when the Chancellor refused to 
answer the question I felt it right to press it again and 
again. 



Cross-examined by Mr. Russell 



10506. I have only a very few questions to ask you, and 
I want to ask them really to clear up, so far as one can, 
your position. Do you suggest that Mr. Oliver Poole 
ever made any improper disclosure or use of information 
about the Bank rate?— I have never suggested that; I 
have no reason to suggest it at any time. 

10507. Do you suggest that Mr. Oliver Poole has made 
any improper disclosure or use of information about 
financial or economic measures other than the Bank rate? 

I could only answer that by reference to the evidence 

given before this Tribunal. 

30671 



10508. Is it not a very simple question, capable of being 
answered Yes or No? I will repeat it. Do you suggest 
that Mr. Oliver Poole has made any improper disclosure 
or use of information about financial or economic 
measures other than the Bank rate? — I did not suggest 
it at the time. I do now suggest, yes, that Mr. Poole 
has improperly, not corruptly or dishonestly, passed on 
a top secret document to a person not covered by the 
Official Secrets Act. 

10509. To whom are you referring? — I base that purely 
on evidence at this Tribunal. 

K 2 
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10510. To whom are you referring? — To the officials 
of the Conservative Central Office, to whom he handed 
the top secret document. 

10511. Are you referring to Mr. Dear? — Yes. 

10512. That is the basis of your allegation? — Yes. 

10513. Then I will not take up any more time about it. 
Apart from your views about what he should or should 
not have done in connection with Mr. Dear, which we 
will leave entirely aside, do you, in your own mind, 
think — up to now I have been asking about what you 
suggest — that Mr. Oliver Poole has ever made an improper 
disclosure or use of information? — I do not myself think 
it. I have no reason to think it, and I have said in 
the memorandum to the Tribunal that if anyone had 
suggested this to me I would have regarded it as fantastic. 
I have no reason to think at all he would do such a thing. 

10514. The answer is No? — The answer is No. 

10515. Supposing some people are under the impression 
that you have made suggestions against Mr. Oliver Poole 
of impropriety in this connection, you would, I take it, 
say that that is due to a complete misunderstanding on 
their part? — A misunderstanding, and possibly in certain 
quarters a misrepresentation. 

10516. Of what you had said? — Of what I had said. 

10517. And presumably you would personally regret any 
such misunderstanding?— Certainly, and if I had been 
asked what I meant by this by any of the Members of 
Parliament who' heard me, I would have made it very 



clear at that time, but that point was not taken until the 
next day. 

10518. Leaving aside the matter of Mr. Dear — and let 
us see if you can this time answer Yes or No— if any 
suggestions of impropriety in this connection against Mr. 
Oliver Poole have been made by anyone, is it your con- 
sidered opinion that they are without a shadow of justi- 
fication?— I have already said that if anyone had sug- 
gested to me he would behave corruptly or improperly 
in connection with information supplied to him, I should 
be very surprised, and I would consider it to be without 
foundation, though that must, of course, be a matter for 
the Tribunal, not for me. 

10519. I am interested in your reactions. Would you 
like me to repeat the question, or have you it sufficiently 
in your mind to say whether your answer is Yes or No? — 
Perhaps you would repeat it. 

10520. Supposing that any suggestions of impropriety m 
this connection have been made against Mr. Oliver Poole 
by anyone, is it your considered opinion that there is no 
shadow of justification for any such suggestion? — That is 
not the question you put the first time. 

10521. I beg your pardon, I wrote it down and I have 
read it out twice?— The first time you said: “Leaving 
out the connection with Mr. Dear ”. 

10522. Yes, I beg your pardon?— So leaving out Mr. 
Dear, the answer is: certainly, that I would not have 
considered that he could have done this. 

10523. May I translate your answer in the one word 
No, wiith your permission? — Yes. 



Cross-examined 1 

10524. I want to ask you a few questions on behalf 
of my clients, who are Whitehall Trust, Whitehall Securi- 
ties Corporation, and one or two other companies in the 
Pearson Group. It was my clients to whom you were 
referring in the House of Commons when you talked 
about Mr. Poole’s “Vast City interests”, was it not?— 
Yes. 

10525. How long have you been aware of Mr. Poole s 
connections with my clients? — I think from the time of 
the Ephraim Hardcastle article. 

10526. What was the purpose of mentioning them in 
the House of Commons in that supplementary question? 

— What I say in the House of Commons I am answerable 
for to the House of Commons and to my constituents, 
but I would be quite happy to answer the question all the 
same. 

10527. Do you wish to answer the question? — I will, 
having made that point clear. 

10528. I gather you desired to introduce Mr. Poolers 
name? — The question you asked was why did I do this 
in the House of Commons. The answer is this: I was 
not concerned in the slightest to suggest that Mr. Poole 
or the companies whom you are representing were guilty 
of any corruption or impropriety. I was concerned to 
show that the Chancellor should not have given informa- 
tion to anyone outside the service, especially a person 
with City interests. 

Cross-examined by 

10537. I appear for Mr. Fraser, Mr. Dear and Mr. 
Simms, who are employees of the Conservative Central 
Office and the Conservative Research Department. Have 
you any reason to suggest that those gentlemen, or any 
employee of the Conservative Central Office, had advance 
information relating to the proposed raising of the Bank 
rate? — I am sorry, would you mind repeating that? Do 
you say “ had I ” or “ have I ”? 

10538. Have you any reason now to suggest that the 
gentlemen for whom I appear, or any other employee 
of the Conservative Central Office or Conservative 
Research Department, had advance information relating 
to the proposed raising of the Bank rate? 

Chairman : Mr. Lawson, I want to be quite clear. It 
seemed to me you were asking Mr. Harold Wilson to say 
whether, in the light of the evidence given here, he was 
of that view. I do not think that is a proper question. 

10539. Mr. Lawson : May I approach it this way: you 
told the learned Attorney-General that up until 29 th 
October the only reason you had to attach blame to Mr. 
Poole was on the ground of his collective responsibility 
for the Conservative Central Office? — Y es. 

10540. That is right? — That was a reference to the 
Chataway incident. 

10541. Apart from the Chataway incident, had you any 
reason to suggest that anybody at the Conservative Central 
Office was a person who had had advance information 



Mr. Roskill 

10529. Do you now suggest that any of my clients 
improperly acquired or made use of confidential informa- 
tion in connection with the forthcoming rise in the Bank 
rate?— No, and I never have suggested it. 

10530. And you do not think so, I take it? — I have 
certainly no reason to think so. 

10531. Have you ever thought so?— No. 

10532. If anybody ware to have interpreted anything 
you may have said at any time as bearing the possible 
construction that my clients had in that way made use 
of confidential information, that would be based upon 
a complete misunderstanding of something you had said? 
— They would have been wrong to do so. 

10533. And I am sure you would be the first to regret 
it?— Yes. 

10534. And you would agree any such suggestion would 
be wholly devoid of any foundation? — I certainly have 
no reason for making any such suggestion. 

10535. It would be quite fantastic, would it?— Yes, and 
I do not think any of the hearers of my statement put 
that interpretation on it. 

10536. Just as fantastic as some of these other things 
which you have heard, and which you have not been 
willing to bandy about either before the Lord Chancellor 
or before the Tribunal? — Y es. 



Mr. Lawson 

relating to the proposed raising of the Bank rate? — No, 
except for one very small piece of evidence which did 
reach me anonymously, and which I passed on in all 
good faith to the Tribunal, saying I. could take no respon- 
sibility for it, which suggested that, I think it was a Mr. 
Fraser, whom I had never heard of before, had been given 
this information by another Minister, not by the 
Chancellor. 

10542. Do you suggest that Mr. Fraser, or Mr. Dear, or 
Mr. Simms made any improper use of information which 
they may have had relating to the proposed raising of 
the Bank rate? — Since I have never heard of these gentle- 
men until the Tribunal began, it is very difficult for me 
to answer that without trying to duplicate the work of 
the .Tribunal. 

10543. They are, as I indicated to you when I rose to 
ask you questions, persons who are employed in the 
Conservative Central Office and Conservative Research 
Department. Had you any of those gentlemen in mind 
when you were suggesting that Mr. Oliver Poole might 
have been collectively responsible for certain improper 
conduct by employees in those concerns? — No, I am 
sorry to say I had not heard of those gentlemen at that 
time. 

10544. Had you any particular person in mind when 
you suggested that Mr. Oliver Poole might be collectively 
responsible for somebody’s misconduct? — No, this is just 
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a reference back to the Chataway incident to show that 
m my memorandum which the Attorney-General quoted 
I said I had never heard any suggestion about Mr. Oliver 
Poole before 29th October, and his name had never crossed 
my mind. My reference to this collective responsibility 

Cross-examined 

10545. I only want to ask you this on behalf of Miss 
Chataway. May I take it the reference to that incident 
concerning Mr. Pumphrey in your memorandum, entitled 
Prima Facie Evidence ”, was an accurate representation 
of the matter as you understood it? — 1 am sorry, could 
you make this a little clearer ; I am not quite sure what 
you mean. 



was simply that if the story based on Mr. Pumphrey and 
Miss Chataway had had validity in it and it was known 
widely in the Conservative Central Office, then presum- 
ably it would have been known by Mr. Poole. I meant 
no more than that. 

/ Mr. Vick. 

10546. It was rather a long question. You wrote a 
document to the Prime Minister entitled “ Memorandum ”, 
and it is also entitled “Prima Facie Evidence”? — Yes. 

10547. You made reference to Mr. Pumphrey, as we 
now understand him to be? — Yes. 

10548. I take it that that reference in that memorandum 
was an accurate representation of the incident as reported 
to you? — That is right. 



By The Tribunal. 



10549. Chairman : I have one or two much more simple 
questions to ask. Mr. Vick asked you that question no 
doubt bearing in mind that you had seen Mr. Pumphrey 
and as a result had written Paragraph 1 of the Memo- 
randum to the Lord Chancellor? — Yes. 

10550. Just so that you have it clear in mind, Mr. 
Pumphrey was telling you of a purely jocular incident?— 
The word “jocular” was, I think, used at that time by 
me in connection with the reference to the Police. 

10551. But that was something which you would have 
goL from Mr. Pumphrey; that would not be an invention 
of yours?— That is right, but, if I may say so on that 
whole incident, this was very indirect, evidence, much of 
it at secondhand as far as I was concerned, and I did 
refer to it in the House of Commons as minor evidence, 
because I felt that the statement that the Chancellor had 
seen Mr. Poole was a much more direct suggestion of 
the connection with the Conservative Central Office. 

10552. Of course, at the time that this memorandum 
to the Lord Chancellor was written, this was one of the 
pieces of prima facia evidence? — It was the principal one. 

10553. You saw Mr. Pumphrey? — Yes. 

10554. Did he tell you that this was a young cousin 
of his, this girl?- — I did not at any stage ask him who 
it was, and we agreed I should not ask him what the name 
was. He said at that stage that it was a young girl, but 
he did not say it was a cousin. 

10555. He did not say it was his cousin?— No. 

10556. He did not say that she had only been employed 
in the Central Office some two days licking envelopes? 
— Not as far as il am aware. I think he said she had 
got the job there since he had seen her die last time. 

10557. He did not say that 'he had never checked it 
with her, and said : “ Look 'here, did you really mean 
that? ”? — He said that he repeated the question — this is 
very second-hand — something like this : “ Surely you don’t 
mean 'the Bank rate? ”, and she said : “ Yes ”, and he said 



he was then so shocked by that that in a carriage full of 
people he was not going to press the matter further. 

10558. All I am concerned with is this : as you will 
fully realise, this Inquiry, for good or ill, has started, and I 
hope is nearly finished. It has to be, by its very nature, ruth- 
less and going into the private affairs of different people. 
While that is being done, it is essential that all possible 
information is before the Tribunal so that hereafter no- 
body can say, it is to be hoped, that this, that or the 
other was overlooked. Now all I am concerned about is 
this : is there any other information other than you have 
been good enough so far to supply to the Treasury Solicitor 
which you think it is relevant for this Tribunal to con- 
sider? — I gave the Treasury Solicitor everything that I 
knew of, and have sent one or two things which reached 
me subsequently. If I may say so, most of the informa- 
tion that has come before the Tribunal was stuff I did not 
even suspect existed. 

10559. Just to be absolutely clear so that there is no 
doubt about it, the two other rumours referred to, or the 
other rumours referred to at the end of your memoran- 
dum to the Lord Chancellor, I do not yet know what they 
were, but you are perfectly satisfied that there is no reason 
for us to pursue them? — I gave them in good faith to 
the Treasury Solicitor, saying : “ I can take no respon- 
sibility for them ”. They are subject to easy checking, 
and it must, if I may say so, be a matter for the Treasury 
Solicitor and the Attorney-General. 

10560. I did not know you had given those as well to 
the Treasury Solicitor? — I gave those to the Treasury 
Solicitor before the Tribunal began its public hearings. 
The only ofher thing, if I may say so, that I stressed 
several times then when I saw the Lord Chancellor and 
the Treasury Solicitor was, that I have never said that 
there was a leakage of Bank rate. I have many times 
alleged that the information was let out that the Chancellor 
was going to make a statement on the Thursday morning, 
and in the City context people might begin to think that 
would mean Bank rate. 



Re-examined by Th 

10561. To clear this up so as to have no doubt at all 
that all the matters which Mr Wilson has raised have 
been the subject of consideration, one of the rumours 
that you heard was relating to a particular group of com- 
panies, was .it not? — As regards the two referred to in .this 
memorandum, one related to a Friendly Society and the 
other was Mr Osborne. 

10562. Those arc the .two referred to in the memoran- 
dum: one was the Ancient Order of Foresters and the 
other was Mr. Osborne of the City Press? — Yes. 

(The Witne 



Attorney-General. 

10563. I think you did mention .the question about 
the B.B.C.? — I received two 'letters about the B.B.C., which 
I passed on to the Treasury Solicitor. 

10564. How that came to be televised — we have heard 
evidence about that? — Yes. 

10565. And the other matter was an anonymous letter 
about some company or other up North?— An anonymous 
company, about somebody in the Midlands. 

10566. An anonymous letter about some company, not 
an anonymous company? — 'That is right. 

’ withdrew .) 



Sir Roger Makins, sworn 



Examined by The 

(Document /. 4.) 

10567. Is your full name Sir Roger Makins?— It is. 

10568. Of Sherfield Court, Sherfield-on-Loddon, Nr. 
Basingstoke? — Yes. 

10569. What office do you now hold?— I am Joint 
Permanent Secretary of the Treasury. 

10570. On the 7th August, did the Chancellor give in- 
structions that, during his absence abroad, a study should 
be made in the Treasury of the possibility of bringing 
about a measure of deflation in the economy, and was that 
work put in hand? — It was. 

10571. Did you have two talks with the Governor of 
the Bank of England on the 8th August in the Treasury, 



Attorney-General 

and on the 12th August at the Bank of England?— Yes. 

10572. And told the Governor the way the Chancellor’s 
mind was working? — That is correct. 

10573. I do not think we need go in any detail into 
your conversations at that time with the Governor. On 
the 22nd August, did the Governor and Deputy Governor 
of the Bank of England call on you at the Treasury?— 
Yes. 

10574. Did you discuss there the studies which the 
Treasury had made in accordance with the Chancellor’s 
instructions? — Yes. 

10575. Did the Governor give his views on the desir- 
ability of a rise in the Bank rate? — Yes. 

K 3 
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10576. On the 26th August, were you present at a 
meeting of the Treasury officials, held by the Chancellor, 
at which some of the proposed measures were discussed? 
— Yes, I was. 

10577. I think you were on leave from the 29th August 
to 5th September? — Yes. 

10578. On the 6th September, did you lunch at the 
Bank of England? — I did. 

10579. Did you have a general talk with the Deputy 
Governor? — Yes. 

10580. Did that talk cover, among other things, the 
proposed measures including a possible move in the Bank 
rate? — Correct. 

10581. On Monday 9th, were you present at a meeting 
between the Chancellor, the Deputy Governor and the 
Chairman and Deputy Chairman of the Committee of the 
London Clearing Banks? — I was. 

10582. To discuss the restriction of bank advances? — 
Yes. 

10583. Was the Bank rate mentioned at that discussion? 
— The Deputy Chairman of the Committee made some 
reference to the fact that an increase in the price of money 
might assist the measures of which the Chancellor was 
speaking, but that point was not further pursued or taken 
up. 

10584. On Thursday 12th, were you present at a meet- 
ing between the Chancellor, the Deputy Governor and 
the representatives of the London Clearing Banks, and 
was there further discussion at that meeting about the 
restriction of bank advances? — That is so. 

10585. Was the Bank rate mentioned at that meeting? 
— It was not. 

10586. I suppose that on succeeding days there was a 
discussion inside the Treasury, with senior Treasury Offi- 
cials, with regard to the possibility of a rise in the Bank 
rate?— There was. 

10587. On the 11th September, did the Deputy Governor 
call on you at the Treasury and did you discuss the 
contents of a draft of a statement to be made the follow- 
ing week, by the Chancellor, about the proposed measures? 
— Yes, but I think that was on the 12th. 

10588. Was there any reference in that draft to the 
Bank rate? — There was none. 

10589. Did the Deputy Governor say that he would 
be prepared to discuss the question of raising the rate 
with the Chancellor on the following day, but that any 
recommendation by the Court would have to await the 
return of !the Governor?— Yes, that is correct. 

10590. Was there a possibility then, that the statement 
might have to be made on Tuesday 17th September? — 
Yes. 

10591. Did you also discuss the timing of the announce- 
ment of any change in the Bank rate and related matters? 
— That is so. 

10592. On Sunday 15th, we know that you went to the 
Treasury and saw there, in the afternoon, the Governor 
and the Deputy Governor? — Yes. 

10593. And that you subsequently attended a meeting 
at No. 11, Downing Street with the Chancellor, at which 
the Governor, the Deputy Governor and the Economic 
Secretary were present? — Yes. 

10594. Was a rise in the Bank rate one of the measures 
discussed at this meeting? — Y es. 

10595. Did the Governor give his provisional views? 
— That is so. 

10596. Did he mention a figure of 7 per cent.? — He 
did. 

10597. Did you make notes of the whole discussion? — 
I made notes of the whole discussion, yes. 

10598. Did you send them to the Chancellor and high 
Treasury officials? — That is right. 

10599. On the evening of the 16th September, were 
you present at a meeting with the Chancellor, at which 
the Governor and Sir Leslie Rowan were present? — Yes. 

10600. At that meeting, did the Governor say that he 
could now say that the Bank of England regarded a rise 
in the Bank rate to 7 per cent, on Thursday 19th, as 
desirable? — Yes. 



10601. Did the Chancellor ask the Governor to give 
him a note in writing of his reasons for this view? — Yes. 

10602. And did the Governor do so the following morn- 
ing? — That is so. 

10603. After the meeting on the 16th, did the Governor 
have a further discussion with Sir Leslie Rowan and your- 
self about the paragraph in the statement dealing with 
the restriction of Bank advances? — Yes. 

10604. On the 17th, did you attend a meeting in ,the 
Treasury with the Chancellor, the Economic Secretary and 
other Treasury officials, at which discussion took place 
about the raising of the Bank rate to 7 per cent.? — Yes. 

10605. In the afternoon of that day, were you at a 
meeting at No. 11, Downing Street with the Chancellor, 
•the Governor and the Chairman of the Clearing Banks? — 
Yes. 

10606. Was that concerned with the wording of that part 
of the statement dealing with the restriction of bank ad- 
vances? — Yes. 

10607. Was there any reference at that meeting to the 
Bank rate?— There was none. 

10608. On the evening of the 17th September, did you 
attend a meeting at No. 11, at which the Chancellor, the 
Governor, Sir Edmund Compton and Mr. Maude were 
present? — Yes. 

10609. Were the proposed measures then discussed and 
did the Governor then recommend an increase' in Bank 
rate to 7 per cent.? — Yes, he did. 

10610. Did the Chancellor, the Governor, Sir Edmund 
Compton and you go to No. 10, Downing Street and see 
the Prime M inister ? — W e did. 

10611. Did the Governor repeat his recommendation? — 
Yes. 

10612. After some discussion, did the Prime Minister 
say he would not make up his mind whether the Govern- 
ment should agree to the Bank rate being raised and, if 
so, to what figure, until the following morning? — Yes. 

10613. Did you return to No. 11, Downing Street? — 
Yes. 

10614. Were you joined by the Chairman of the Clear- 
ing Banks, Mr. Robarts? — Yes. 

10615. Was the draft of that part of the statement deal- 
ing with restriction of bank advances then settled? — Yes. 

10616. Was there some general talk about the proposed 
measures? — Yes. 

10617. Was there any discussion as to the Bank rate? 
— There was no discussion of it. 

10618. Did Mr. Robarts make a reference to the effect 
which an increase in the price of money would have in 
relation to the proposed measures? — Yes, he did. 

10619. Was that point taken up by anyone? — It was not. 

10620. In the course of the morning of the 18th Septem- 
ber were you told by the Chancellor that he had seen 
the Prime Minister and that they could accept a decision 
by the Court of the Bank of England that the Bank rate 
should be raised to 7 per cent.? — Yes. 

10621. Did you telephone this decision to the Governor 
on your direct line to him? — I did. 

10622. Was the rest of the morning taken up- with the 
discussions with the Chancellor on various aspects of the 
proposed measures and the handling of -the statement? — 
Yes. 

10623. On the early afternoon of the 18th did the 
Deputy Governor call on you at the Treasury, and did 
you give him the final draft of the Chancellor’s statement 
and a draft of a concluding paragraph on the rise in the 
Bank rate which had been prepared at a meeting in your 
office in the morning? — That is so. 

10624. Did the Deputy Governor accept that, subject 
to confirmation by the Governor? — He did. 

10625. Did you also discuss and agree the line which 
the Bank would take about the rise in Bank rate in dealing 
with the Press? — Yes. 

10626. Later in the afternoon did the Deputy Governor 
confirm the Bank’s agreement with the Chancellor’s 
statement? — He did. 

10627. Did you subsequently inform the Chancellor and 
the other officials? — I did. 

10628. And that is what you know about the matter, 
is it not?— That is right. 



By The Tribunal 



10629. Chairman : Can you tell me this: we have been 
supplied with a great number of statements from senior 
officials and quite junior officials in the Treasury, who in 
the course of their duties were bound to know about, 
first of all, the Government measures to be taken, and the 



rise in the Bank rate. Has any suggestion reached your 
ears, in your position as Joint Permanent Secretary, that 
any of those officials have divulged any information in 
regard to those matters? — I have heard no such suggestion 
whatever. 
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10630. Mr. Veale: Purely as a question of chronology, 
there came a time during the discussions about the possible 
rise in the Bank rate when Sir Edmund Compton, who 1 
think is the Third Secretary, prepared a paper, did he not, 
dealing with consequences of the rise, or possible rise, in 
the Bank rate at different levels? — That is so. 

{The Witness 

The Attorney-General'. If your Lordship desires it, one 
can, of course, call other officials from the Treasury. Your 
Lordship has seen all the statements that have been made. 

I do not know if your Lordship would perhaps give me 



{Adjourned to 



Makins 275 

10631. Was that the 13th September, or thereabouts? — 
My recollection is that it was on a Friday or a Saturday. 

10632. I think that is right? — I am afraid I do not carry 
■the exact date. 

Chairman: Friday was the 13'th. 



withdrew.) 

an intimation some time as to whether your Lordship 
desires them to be present. 

Chairman: As at present advised, I think not, but if 
before the morning we should desire to hear anybody 
we will let you know. 

"ow at 10.30 a.m.) 
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The Rt. Hon. Peter Thorneycroft, M 



Examined by The 

10633. You are Mar. Peter Thorneycroft, The Chancellor 
of the Exchequer? — Yes. 

10634. I want you if you will to take your mind back 
to Che Summer. You have supplied a statement. During 
the Summer was a grave inflationary situation developing 
in this country? — It was. 

10635. And in July had you given instructions to the 
Treasury to consider the possibilities of checking inflation 
by flaking firmer control of money supply in both public 
and private sectors? — Yes ; I made some more specific 
proposals on it early in August. 

10636. On the 12th August you know the French Gov- 
ernment took action with regard to the value of tire franc? 
— They did. 

10637. Did that lead to a wave of speculative selling of 
sterling? — Yes, there was strong speculation against 
sterling and a very considerable amount of dollars were 
lost from the reserves during that month. 



ttorney-General 

10638. In August was the loss from the gold and dollar 
reserves 225 million dollars? — Yes. 

10639. And in September- 292 million dollars?— Yes, 
though of course the September figure was not precisely 
known until early in October. 

10640. On Friday, 20th September, were you due to go 
to the meeting of the International Monetary Fund in 
Washington?— Yes. . , , . , , 

10641. Was it clear to you that m order to safeguard 
the position of sterling and stop the drain upon our 
reserves it was necessary that before you went to Washing- 
ton you should reiterate and emphasise our intention ol 
holding the exchange rate of the £ at 2 dollars 80? 
Yes, I considered it was essential that before I Jett l 
should make it quite plain that we should hold parity at 
2 dollars 80 to tihe £. 

10642. Did it appear equally necessary that that state- 
ment of yours should be backed up with a declaration ot 
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policy demonstrating our intention to deal with the in- 
flationary situation at home? — Y es, I felt it was necessary 
not merely to state our intention but to say we were going 
to deal with the inflation and how we were going to deal 
with it. 

10643. During September did you work upon these 
policies with your colleagues and advisers? — Yes. 

10644. .In the process of elaborating these policies was 
it necessary that consultation should take place with cer- 
tain persons outside Government circles? — It was. 

10645. Persons whose co-operation in your view was 
essential in the implementation of your proposals to 
restrict credit and persons who are normally consulted on 
these occasions? — Yes. 

10646. On Monday, 9th September, did you see the 
Chairman and Deputy Chairman of the Oommittee of 
London Clearing Bankers, Mr. Robarts and Sir Oliver 
Franks? — Yes, I did, with Mr. Mynors, I think. 

10647. Did you tell them why you required a limita- 
tion of bank advances? — Yes, I did. I explained my 
reasons for asking them to do that and the parallel action 
that I was contemplating in the pubic sector. 

10648. That is to say, restricting the level of pubic 
investment to £1,500 million per annum for the next two 
years? — Yes. 

10649. Was anything said at that meeting about Bank 
rate? — Nothing was said about Rank rate. 

10650. Later, on Wednesday, 11th September, did you 
see the Chairman of the London Olearing Banks with Mr. 
Mynors? — Yes. 

10651. Did you outline the problem again to them, the 
strain on our reserves and your intention to hold the 
exchange rate at 2 dollars 80? — Yes, I elaborated to them 
very much the same kind of things that I had said to 
the Ohairman and Deputy Ohairman. 

10652. And you told them of the need that you should 
make a statement before yon left for Washington? — Yes, 
I told them that. 

10653. And the nature of the statement insofar as it 
affected tihe control of the money supply, the restriction 
of bank advances and the restriction on investment in the 
public sector? — Yes. 

10654. Was any reference at .that meeting made to inter- 
est rates or Bank rate? — No, I cannot recall any reference 
to that. 

10655. Did you also have talks with Mir. Robarts and 
the Governor of the Bank on two occasions on the 17th 
September? — Yes, I did. 

10656. Alt one or other of those meetings did Mr. 
Robarts express views about the level of rates of interest? 
— Yes, I recall that he diid make some reference to it at 
one of them, I think the second. 

10657. Did you make any comment on those views? — 
No, we made no oomment, we passed on to the subjects 
which we were really discussing. 

10658. I think in addition to those talks with the bank- 
ing community you sought confidential advice at this time 
from two economists? — Yes. 

10659. One, Professor Sayers, who served in the 
Ministry of Supply and the Cabinet Office from 1940 to 
1947 and who is now a member of the Radcliffe Com- 
mittee on Monetary Policy? — Yes, I talked to him, I 
think on the 2nd September, mainly on the subject of 
monetary policy. , _ , , . „ 

10660. Was the other one Professor Lionel Robbins / — 



10661. Who was Director of the Economic Section of 
the Oahinet Office during the war years?— Yes. 

10662. Did you have a further conversation on the 
4th September with Sir Oliver Franks? — Yes, I did. 

10663. About the economic situation in broad terms? — 
Yes, I did. . . 

10664. Was the only other conversation that you had 
at this time with any bearing on these matters with Mr. 
Harold Wilson?— Yes, I did have a talk with him at his 

re 10665. Was that on Friday, 13th September?— It was. 

10666. Did he tell you that Mr. Gaitskell was proposing 
to refer in a speech to the economic situation and that 
Mr. Gaitskell was anxious to be reassured of the Govern- 
ment’s intention to maintain the parity of sterling?— Yes, 
I think Mr. Gaitskell was going to make a speech at the 
American Chamber of Commerce and he was going to 
refer to sterling. 

10667. Did you give Mr. Wilson that assurance/ Yes, 

1 *1*0668. Did you tell him you were proposing to make 
a statement to that effect before leaving for Washington? 
— Yes, I did. 
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10669. Did you inform him of any other policies or 
measures which might be announced at the same time? — 
No, I did not say any more ; it was all that Mr. Gaitskell 
required as an assurance for the speech that he was going 
to make. 

10670. During the week starting the 9 th September did 
you have some preliminary discussion with the Deputy 
Governor of the Bank of England as to the possibility 
of raising the Bank rate? — Yes, I did have some discussion 
with him. 

10671. But was any definite discussion, by agreement, 
postponed until the Governor’s return? — Though we 
recognised the Bank rate might have a part to play, we 
thought it better to defer any definite discussion until 
after the Governor himself had returned on the 15th or 
16th. 

10672. Did you see the Governor on Sunday, 15th 
■September? — Yes. 

10673. Did he express the provisional view that the 
Rate should be raised to 7 per cent.? — Yes. 

10674. On the next day, the 16th, after discussing the 
matter with some of his colleagues, did he give you more 
formal and positive advice that that should be the de- 
cision? — Yes, he did. 

10675. Of course, responsibility for varying the Bank 
rate rests with the Court of the Bank of England? — It 
rests formally with the Court of the Bank of England and 
the Governor, but of course it is normally — it is always 
done in consultation with and with the approval of the 
Chancellor of the Exchequer. 

10676. Have you sought the permission of Her Majesty 
the Queen to disclosure of information about proceedings 
at two meetings of the Cabinet on the 17th and 19th 
September? — Yes. 

10677. Has Her Majesty been graciously pleased to give 
her consent to disclosure of that information? — She has. 

10678. At about 3 o’clock on Tuesday, 17th September, 
did the Cabinet consider the terms on which you would 
announce the other economic measures which the Govern- 
ment were intending to take, that is to say the measures 
other than the Bank rate? — They did. 

10679. In the course of the Cabinet’s discussion was 
the question raised whether those measures would be 
sufficient by themselves to meet the economic situation?— 



It was. 

10680. Or whether they should be reinforced by any 
increase in Bank rate to either 6 per cent, or 7 per cent.? 
—Yes. 

10681. Was it pointed out that, by tradition, variation 
of Bank rate is not a matter for decision by the Cabinet? 
—That was, yes. 

10682. Was it agreed that the point should be left for 
further discussion by the Prime Minister with you? — 
That was the arrangement. 

10683. And with the Governor of the Bank of England? 
Yes. 

10684. Did the Prime Minister and you discuss this 
matter further with the Governor at about 10 o’clock on 
the same evening? — Yes, we did. 

10685. At a meeting at which Sir Roger Makms and 
Sir Edward Compton and Mr. Bishop were present, Mr. 
Bishop being the Prime Minister’s Private Secretary?— 
Yes. , 

10686. Did the Governor at that meeting express the 
view which he had expressed to you the day before, that 
Bank rate should be increased to 7 per cent.? — He did. 

10687. Was any decision taken at that meeting?— No, 
no decision was taken at that meeting. 

10688. After that meeting did you see Mr. Robarts at 
11 o’clock that evening? — I did. 

10689. With the Governor of the Bank of England?— 
He was also there. . 

10690. Was that meeting to discuss the question or 
Bank rate or the other measures? — No, it was to go back 
to the discussion we had been having earlier that same 
day upon the other measures. 

10691. The next morning did you s< 
ter ?_I S aw him at about 10 o’clock. 

10692. Did you reach the conclusion that an increase 
to 7 per cent, would be justified?— We did. 

10693. Was the Governor informed that that was your 

V * C 10694. At about noon on Wednesday, 18th September? 
—Yes, he was, that is so. 

10695. Was there a further Cabinet meeting on Thurs- 
day the 19th September at 10.30 a.m.?— Yes, there was. 

10696. Did that Cabinet go on sitting until approxi- 
mately lunch time?— Y es. . t . 

10697. Were the Cabinet then informed that the Prime 
Minister had reached the conclusion that the Government 

K* 



i the Prime Minis- 
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should accept the view of the Bank of England that Bank 
rate should be increased to 7 per cent.?— That information 
was given to the Cabinet. 

10698. Did the Cabinet express approval of that con- 
clusion?— They took note of it. 

10699. I want to ask you this : did you consider it to 
be essential in view of the growing pressure on the £ that 
you should get as quickly as possible the maximum sup- 
port for the policy you were putting forward?— Yes, I did. 

10700. Or, if not support, at least a willingness to give 
it a chance to work?— Yes, not only at home, but I was 
anxious that at should be presented fully overseas. 

10701. Was it for that purpose .that you decided, with 
the approval of your Cabinet colleagues, to give some 
prior guidance to the Press? — Yes, X did. 

10702. And some advance warning to those most im- 
mediately affected? — Yes, I did. 

10703. And to those who would be most quickly ques- 
tioned as to their reactions to the policy?— Yes. 

10704. Did you share this work with the Minister of 
Labour and the Minister of Power?— Yes. 

10705 I think on Wednesday, the 18th, you saw Lord 
Moore, Sir William Haley, Mr. Oliver Poole, Mr. Fraser, 
Mr. Dear, Mr. Donald Tyerman, Mr. Bareau, Mr. 
McLachlan and Mr. Sidney Gampell?— That is so. 

10706. Broadly speaking, was the same account given 
at each of your interviews? — Yes. 

10707 Namely, the growing peril of the pressure upon 
the Exchanges?— Yes, I told them about .the pressure on 
the Exchanges and how that was developing. 

10708. And your determination to hold the parity of the 
£ — x told them we were going to hold the £ at 
2 dollars 80. 

10709. Did you stress the importance of having a 
measure of deflation at home? — I did. 

10710. And did you tell them the nature of the measures 
which you were taking to secure it? — Yes, I described the 
measures we were taking and their object, both in the 
public and private sectors. 

10711. Was there any reference to the Bank rate? — 
There was no reference to Bank rate. 

10712. Or an increase in interest charges? — I rather 
fancy Sir William Haley asked something about interest 
charges, but it was not pursued. 

10713. I want to ask you your view on this. In your 
judgment was such guidance to the Press and prior noti- 
fication to the Trade Unions and to the employers 
essential to the success of the operation on which you were 
engaged? — 1 think it was vital to the success of the opera- 
tion upon which I was engaged that they should under- 
stand the nature of the measures we were taking to deal 
with the inflation at home, because the pressure on the 
£ was really basically due to the’ belief at home and abroad 
that there was an inflationary condition with which we 
were not dealing. 

10714. Did you consider that failure in any of those 
quarters to understand the purpose or significance of your 
statement might well have imperilled the whole operation ? 
— I held that view and I hold it now. 

10715. Would it certainly have gravely weakened your 
position at the meeting of the International Monetary 
Fund at Washington? — Yes. 

10716. Was time running very short? — It was. 

10717. Did you consider that if you failed with this 
operation to stem the drain on sterling it was unlikely you 
would have a second chance? — That was my view. 

10718. Now I want to ask you about your interview 
with Mr. Oliver Poole. Did you see him with Mr. Michael 
Fraser and Mr. Dear of the Conservative Research Depart- 
ment shortly after 4 o’clock on Wednesday, 18th Septem- 
ber? — I did. 

10719. Did you see him with the knowledge and 
approval of the Prime Minister? — I did. 

10720. Did you tell them any more or any less than you 
had told to the Press? — No, I gave them precisely the 
same account of our position and our plans. 

10721. Or any more or any less than was to be told 
to the Trades Union Congress and the employers? — The 
same. 

10722. I have mentioned those whom you had seen on 
the Wednesday, but on the Thursday I ought to have 
added that you saw Mr. Richard Fry and Sir Norman 
Kipping? — I did. 



10723. We know the T.U.C. and the British Employers 
Federation were seen by the Minister of Labour? That 

1S 10724. And the nationalised industries by the Minister 
of Power? — Yes. 

10725. Did you appreciate that the moment your policy 
was announced Mr. Poole and those in the Conservative 
Central Office would be faced by many enquiries?— I did. 

10726. Did you consider it right that he should be 
equipped and ready to answer them?— I thought he should 
be equipped to answer them. 

•10727. Did you consider then that it was right that he 
and his senior staff should be given this advance informa- 
tion?— That was my view. 

10728. Do you consider now that it was right to have 
given him and them that advance information? — I think 
it was proper to do so. 

10729. Was the information given to them, as it was to 
the others, on a confidential basis?— All the information 
given to these various people on those days was on a 
confidential basis. 

10730. Did the interview with Mr. Poole and Mr. 
Fraser and Mr. Dear differ from the other interviews in 
one respect?— It did ; they asked me at the end whether 
they could have a document which embodied roughly what 
I said, set it out. 

10731. Did you say you would see if you could provide 
some document which would help them for that purpose ? 

10732. Shortly after they left the room did you speak 
to your Private Secretary— who was that?— Mr. Maude. 

10733. And ask him to confirm that they would not be 
given or shown any document which contained any refer- 
ence to the Bank rate?— Yes, I did say that to him. 

10734. I do not know whether it is convenient here to 
deal with the suggestion which was made here yesterday. 
The document was typed on a piece of paper headed in 
red “ Top Secret ”. Did you see the document that was 
actually handed to Mr. Poole?— No, I did not see it 

^0735. Was it your intention that Mr. Poole should 
keep that document to himself, or that he should show 
it to his senior officials?— My intention was that he should 
have a document which set out clearly for him what 1 
had told to him orally. 

10736. 1 want to ask you about that. If you had been 
asked by the other persons that you saw for a document 
of the same character, what would you have done?--! 
think I should have been willing to show them such a 
document. .. L 

10737. Leave on one side the suggestion that there is 
some breach of the Official Secrets Act. Do you see any 
distinction at all between telling people the contents ot 
a document such as this and so communicating the con- 
tents to them, and handing them a copy which they can 
use to refresh their memory of what you have said?— 
I think what matters is what is in the document, what is 
the information that is given. I do not think it matters 
very much whether it is in writing or orally. The ques- 
tion is, should it be passed over. It is not really a matter 
for me, but more for the Tribunal whether that is right. 

10738. The communication of the information to the 
T.U.C. and B.E.C. and the journalists that you saw was a 
communication of the information you gave to Mr. Poole, 
and the document we know contained that information? — 
It was precisely the same as what I had just been telling 
all three of them in the room, and precisely the same as 
I had given to the other people. I do not think it added 

aD & 8 Did you intend, indeed visualise, that the other 
people who were seen, the T.U.C., B.E.C., and the others, 
would be able to discuss the matter on a confidential 
basis with their senior officials? — They would discuss it 
on a confidential basis, but it was made plain to them 
that of course it was not to be used publicly until the 
statement was made, which I was going to make before 
I left for Washington. . „ 

10740. On the Thursday morning did you see Sir Norman 
Kipping, the Director-General of the Federation of British 
Industries? — I did. 

10741. And you talked to him on the same fines 7— On 
precisely the same lines. 

10742. At any of your interviews, either with Mr. Foote, 
with the representatives of the Press or of industry, or 
with clearing bankers, did you make any reference to the 
Bank rate?— No. 
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Cross-examined by Mr. Russell 

10743. Just to get one point quite plain, the suggestion document for them to use ; not private to Mr. Poole as 

made by Mr. Wilson yesterday was that it was in some an individual, but common to the three people who you 

way improper for Mr. Poole to have handed that docu- had already told the contents of the document? — Any 

ment over to Mr. Dear, who had already heard from your responsibility in that was my own. I gave authority, and 

own lips everything that was in it. So far as you were it was my full knowledge and intention that Mr. Poole 

concerned, I take it you were handing out to them, as should show it to the other two. 

the senior people of the Conservative Central Office, the 



By The 

10744. Chairman-. Tell me this, because X am very 
ignorant on these matters. You say it was essential to 
the success of the operation that you should see repre- 
sentatives of the Press. That was, .was it, because you 
were going to Washington? — Yes. It was because unless 
people both outside and inside this country understood 
the nature of the operation upon which we were engaged, 
we might have got comment in the Press which would 
have made my task in Washington very difficult 
indeed. 

10745. Let us go by stages. If you merely told them 
what you in fact said in your public statement later, 
then you had not got any benefit really from seeing them. 
Was 'the object to explain in simple words what was in 
the statement? — If I may say so. My Lord, I did get some 
benefit from seeing them, because what the world was 
interested in was not simply the Bank Ta:te. We would 
not have held sterling on the Bank rate alone. What 
the world was interested in was whether Britain was pre- 
pared to take the necessary decisions to deal with inflation, 
and therefore I had to describe a series of measures 
which were very controversial, and could be politically 
very unpopular, and see that they were put over at the 
same time as I knew in my own mind the Bank rate was 
going to be put over. 

10746. Let us go by stages. If you had not been going 
to Washington, you would not, I gather, have seen the 
journalists before you made your public statement? — No, 

I think I would still have seen the journalists. If I was 
going to do any operation which was to present in one 
package the measures to stop the run upon the £, I think 
1 would have done — as other Chancellors have done before 
me — I would have taken the step of seeing certain senior 
members of the Press individually before .the statement 
was made. 

10747. The objeot was really to win their confidence, as 
it were, and get a good Press? — -Yes. It is quite a cus- 
tomary thing to do. 

10748. That was the next thing I was going to ask you. 
What precedent is there for that? — I believe there are 
a number. One could search out quite a number of them. 
Sir Stafford Cripps did it, for example, in 1948, before 
publishing the White Paper on Wages, Profits and Prices. 

I would not lean on precedent in this case. I think even 
on my own judgment we were not going to have another 
chance. We had in August and September lost a quarter 
of our reserves, and unless this operation succeeded we 
were going to be in grave danger. It was vital that I 
should get these other measures properly presented, and 
(The Witne 



it was upon the other measures that I was -being cross- 
examined within a few hours of landing in Washington. 

10749. I am not certain how things work in this coun- 
try. I suppose if you had not gone to Washington, one 
way of doing it would be to make your public statement 
and then have a Press conference in which you explained 
and tried to put -over, as it were, your policy, and get 
a good Press? — I did that as well. After the public state- 
ment -I had a lobby conference, and I went through that, 
which again — your Lordship is quite right — is a perfectly 
ordinary and proper proceeding after the statement is 
made. It has a different effect to the seeing of individuals, 
senior editors, and others, before the statement is made. 

10750. You mean it is psychological. If before they 
have been taken into your confidence, they are more re- 
ceptive? — They are taken into my confidence individually. 
I can answer their questions individually and explain, not 
only what I am doing, but what lies behind what I am 
doing. 

10751. Mr. Milner Holland: To make it quite clear, 
the document which is headed “ Top Secret ” and which 
was handed out, was in fact the final draft of the state- 
ment that you were going to make the next day? — Yes, 
with the exception of the Bank rate. 

10752. Yes. lit contained nothing which you had not 
already explained to the other people you interviewed? 
— That is so. 

10753. It contained nothing that you had not already 
explained to the other people you interviewed ; is that 
right? — Yes. 

10754. Mr. Veale: Whoever actually received the “Top 
Secret ” document was authorised, in your view, to 
communicate it to either of the other two? — They were. 

10755. Chairman : I ought to have asked you this. 
We have had some evidence, and indeed it is rather 
natural, that if the Chancellor of the day sees a number 
of journalists in the course of the day, it gets about. 
We have heard evidence that in the City there was unrest 
because certain comings and goings were rumoured and 
heard about. Of course that is a danger if you are see- 
ing a number of people -like that ; it is bound to get 
about, not what you have told them, but that something is 
in the air. Realising that, you still think, do you, that it 
is proper and expedient to see journalists? — I would not 
say that there is no risk whatever. I do not think one 
can say that. My own judgment was that the risk the 
other way, the risk of allowing this drift out, without 
proper preparation, in the Press, was in the national 
interest much greater. 

! withdrew .) 



The Attorney-General: My learned friend, Mr. Winn, 
will mow re-call Mr. Maude to dear up two details which, 
I am afraid, we did mot cover during our previous 



examination of him when he gave his evidence. 

Mr. Winn : The matters in question are to be found in 
Day 1, beginning at page 50, and separately at page 67. 



Mr. Evan Walter Maude, re-called 
Further examined by Mr. Winn 



10756. You have already taken the oath? — Yes. 

10757. You told us before that you were the principal 
Private Secretary to the Chancellor of the Exchequer?— 
Yes. 

10758. There are just two matters that we wanted to 
have your help about. Mr. Donald McLachlan, the 
editor of the Daily Telegraph told us on Day 1 at 
page 50 letter “ E ”, about a short article or feature 
headed “ New Government Measures in the City. Francis 
Whitmore, Oi-ty Editor.” He was asked about that. In 
particular, at page 52 letter "C” attention was drawn 
to -the fact that in the second paragraph of the article, 
there appeared the words : “ An instruction is being given 
Which will, in effect, impose a ceiling on the total of 
bank advances”?— Yes. 

10759. And the point was made to Mr. McLacnlan : 
“That was, in effect. What you had been told yourself” 
i.e. by the Chancellor, and Mr. McLachlan said: ‘ I 
30671 



knew that was true, yes.” Then at letter “ D ” he was 
asked : “ (Q.) I think you rang up Mr. Maude, the Private 
Secretary to the Chancellor, about 8.45 in the evening 
and told him that you were proposing to publish that in 
your paper the next day? (A.) That is true, yes. (Q.) And 
he thanked you for phoning.” Do you recollect that con- 
versation? — I do, yes. 

10760. Is it accurately reported there by Mr. 
McLachlan? — Yes, I think it is. 

10761. iMy learned friend, Mr. Nevulle Faulks, at page 
59, amplified it a little and he brought up the fact that 
you referred the matter to the Chancellor, I think ; is 
that right? — I think that I told Mr. McLachlan on the 
telephone — I thanked him for ringing, and said I would 
convey the explanation that he had given me to the 
Chancellor. 

10762. At page 67, Mr. Newton, the Editor of the 
Financial Times told the Tribunal at letter “ E ” that 
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hawing seen the Daily Telegraph for title 19ith Sep- 
tember, he rang up his own political correspondent, told 
him about tihe Telegraph story, asked ham to make 
contacts in official circles to see what he oould do, and 
that that correspondent rang Mr. Newton later and told 
him he had been in oontaot, I think it was with the Private 
Secretary to the Chancellor, who knew the Daily Tele- 
graph had this article. He said: “I discussed the posi- 
tion with him and decided to run that short paragraph ”. 
Do you confirm that that conversation took place with the 
Financial Times political correspondent on the 
morning of the 19ith? — On the morning of the 19th or the 
evening of the 

10763. No, this must have been on the 19th because it 
was after Me. Newton had seen the Telegraph of the 
19th, according to his evidence? — I had no recollection at 
all of that telephone conversation until I was reminded 
of it this morning. I now, having been reminded of it, 
have a very faint recollection that someone from the 
Financial Times did telephone me at home late or 
latish on the evening of Wednesday. 



10764. That, of course, could be the case because it 
may have been after the Telegraph of the 19th had 
been printed. I dare say an early copy was seen by 
Mr. Newton. You think this must have been late on the 
evening of the 18th? 

Chairman : It was at about a quarter past ten. 

Mr. Winn: I am sonny, I had taken that to be in the 
morning. 

Chairman: I suppose it was the first edition he had 
seen. 

10765. Mr. Winn: I had nnissed the words “ that night ”. 
I am sorry. — It is my recollection, as I say it is a faint 
one, that someone from the Financial Times telephoned 
me that niglhit at home and was fishing for information, 
and said that the Daily Telegraph were carrying this piece 
on their front page, which I had already heard from Mr. 
MoLachlan. My recollection is that I did my best to 
make an entirely non-oommiiital noise by saying “ Yes ” 
or “ Oh ” or something of the sort. 

10766. At any rate the conversation did take place? — 
I think so, yes. 



(The Witness withdrew .) 



Mrs. Beatrice Mary Hicks Beach, sworn 



Examined by The Attorney-General 



10767. Do you live at 121, Swans Court, S.W.3? — Yes. 

10768. You are a married woman? — I am a widow. 

10769. Are you a friend of Mrs. Dorothy Campbell? — 
Yes. 

10770. Have you known her well for over 2-jr years? — 
Yes. 

10771. I think you are the person referred to as " Bee ” 
by her? — Yes, I am. 

10772. Do you remember the evening of Wednesday, 
September 18ilh? — Yes, I do. 

10773. Did you have dinner with Mrs. Campbell at 
her house that evening? — Yes. 

10774. About what time did you get to her house? — 
I should think, between half past seven and eight. 

10775. What time did she get to the house?— I cannot 
remember whether she was there first, or I was there first. 

10776. Had you spoken to her earlier that day?— I do 
not think so. 

10777. Had you not been intending to see her about 
sixish?— So I am told, but I do not remember it. 

10778. Do you remember any discussion taking place 
between you and Mrs. Campbell about the Bank rate? — 
No, none whatever. 



10779. You had seen a great deal of Mrs. Campbell 
on the days immediately preceding the 18th, had you not? 
— I cannot remember. 

Chairman: Hand me the diary. {Exhibit 12 handed to 
the Chairman .) 

10780. The Attorney-General: Had you spent any days 
with her immediately preceding the 18th? — That X do not 
remember either. I see quite a lot of her, but whether it 
was the days preceding that or not, I oould not swear 
to it at all. _ , . „„ 

10781. Do you operate on the Stock Exchange at all/ 
—No, I do not. . 

10782. Have you any friends in the City? — No. 

10783. Or in Government circles? — No. 

10784. Or political circles?— No. 

10785. Had you received any information on the Wed- 
nesday, that there was any possibility of the Bank rate 
being likely to be increased? — No, none whatever. 

10786. You cannot remember now whether you tele- 
phoned Mrs. Campbell shortly before she went to the 
cocktail party?—! should think it very unlikely, but X 
cannot remember. . , 

10787. So that if Mrs. Campbell did receive information 
about a change in the Bank rate, it did not come from 
you? — No, certainly not. 



By The 

10788. Chairman: When did you last speak to Mrs. 
Campbell? — Do you mean just now, recently? 

10789. Yes? — I think, last night. 

10790. Did she tell you that she had been to Church 
House?— Yes. I knew she was coming anyway. 

10791. Did you discuss what was going to happen to- 
day? — No, I do not think so, except that I told her I 
would have to come here too. 

10792. Then you had a talk about it? — Yes. 

10793. And you, I expect, asked her why on earth they 
wanted you to come to Church House? — No. It was 
quite obvious from yesterday’s evidence, because I was 
mentioned. 

10794. What more did you say to her about the evid- 
ence here? — Nothing, except dt was really rather tiresome 
having to come at all. 

10795. I quite agree. You cannot, of course, remember 
details at this length of time, but, in fact, in September 
you were seeing Mrs. Campbell every day, were you not? 

— I do see a great deal of her, several days running. 

(The Witness 

The Attorney-General : I will next call Mr. Fitz-Gibbon. 
He is in the building, but not in the room. He will be 
able to give evidence of some relevance, I understand. We 
have no other witnesses, but we have available the addi- 



Tribunal. 

10796. Starting on the 5th September, this says “ Bee ” 
and then the 7th “Bee”?— I think I was staying there. 

10797. On the 8th “Bee”, on the 12th “Bee”, on the 
15th “dine, lunch, Bee”. Then “Dress Show, Bee” on 
the 16th, on the 17th “ Bee ” and then on the 18th “ Bee ”, 
and “Sixish”, “Bee dined”?— Yes, X did dine. 

10798. You were seeing her all the time? — Yes, and 
I did stay there for three or four days too. 

10799. Did she ever discuss the Bank rate with you?— 
No, never to my knowledge or recall. 

10800. You would be very surprised, would you not, 
if she suddenly came in and said “ The Bank rate is going 
up tomorrow ”? — Astonished. 

10801. That as not the sort of thing you would expect 
her to be interested in? — No, no, indeed no. 

10802. You do not know what she had been doing 
that afternoon? — No. 

10803. On the 18th?— No. 

10804. She never told you? — If Ishe (did, I cannot 
remember it ; and I cannot remember what I did, except 
that I had dinner with her. 

withdrew .) 

tional information for which your Lordship asked last 
night. 

Chairman : 1 think it would be convenient to get rid of 
this episode, would it not. 

The Attorney-General: If your Lordship pleases. 
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Mr. Dennis Fitz- Gibbon, sworn 
Examined by The Attorney-General 



10805. Is your full name Dennis Fitz-Gibbon?— That 
is correct. 

10806. And do you live at 26, Lyncroft Gardens, 
Hampstead? — Yes. 

10807. Are you a member of a firm of insurance 
brokers, D. Fitz-Gibbon & Co.? — Yes. 

10808. Of 62-3, Queen Street, E.C.4? — Yes. 

10809. Are you well acquainted with Mrs. Dorothy 
Campbell?— Yes, in business. 

10810. Have you had the conduct of all her insurance 
business for the last two years? — That is true. 

10811. Has she ever, at any time, visited you at your 
office in the City? — No. 

10812. Has she ever, at any time, made an appoint- 
ment to visit you at your offices in the City? — No. 

10813. Do you remember having a telephone conver- 
sation with Mrs. Campbell on Thursday, 19th September. 
1957? — I do not remember if it was on that date, and I 
had many conversations with her on the telephone about 
that time. 

10814. Do you remember a telephone conversation with 
her soon after the Bank rate was raised? — Yes. 

10815. Would it be the same day or another day? — It 
could have been the day after, certainly not on that day. 

10816. I want to ask you about that telephone conver- 
sation. Did you know that she was, to some extent, 
interested in the share market? — Yes, I did know. 

10817. Did you ask her or say to 'her “I suppose you 
have made a lot of money ”, or words to that effect? — 
Yes, but that was rather a facetious remark of my own. 
It did not come from her. 

10818. I asked you if you said that to her? — I did say 
that. 

10819. Whaf did she say to that? — She said “No, I 
certainly have not made any money out of it ”, or words 



to that effect, “ I did not do a thing ”, or something like 
that. Then she said “ I did know about it though ”. 

10820. By that did you understand her to mean that 
she knew about the Bank rate going up? — Yes, I did. 
But I must say that I am quite accustomed to her saying 
things of that sort where she does not really mean them. 
I dismissed it from my mind at once, because I imagined 
it was just a sort of boast. 

10821. Did you ask her how she came to know about 
it? — No. We had no more conversation at all about it. 

10822. Do you know a Mr. Gay Kindersley? — No, I 
have not met him. 

10823. You know of him? — I know of him. 

10824. Do you know of him in relation to a trust of 
Mrs. Campbell’s? — No, I would not say that I had any 
knowledge at all. 

10825. In what connection do you know of him? — I 
have heard his name mentioned at Mrs. Campbell’s home. 

10826. At Mrs. Campbell’s house? — Yes. I have never 
seen him there. 

10827. In connection with what matter? — I do not 
remember what matter it was in connection with. 

10828. Was it in connection with a trust? — No. I can- 
not say that that was so. 

10829. Was there some discussion about a settlement 
on Mrs. Campbell’s son? — No. The only knowledge, not 
real knowledge, that I have about that, is in connection 
with some provisions my client was to make with a firm 
of solicitors, to whom I introduced her, concerning her 
eventual death and bearing on the matter of estate duty, 
and that was the only .time I heard of trustees being 
appointed or proposed to be appointed. 

10830. Was Mr. Gay Kindersley’s name used in that 
connection? — I cannot remember whether that was so, 
no. 



By The Tribunal 



10831. Mr. Milner Holland: You are satisfied, are you, 
that this conversation was shortly after the rise in Bank 
rate? — Yes, it was, otherwise I would not 

10832. Did it occur to you to say to Mrs. Campbell 
“I suppose you made some money on it”? — Yes. I am 
sorry I did. It was a facetious remark. 

10833. Fair enough; I follow that. But at least even 
if it was a facetious remark it did occur to you as a 
remark to make, that she might have made something 
out of it? — Well, since I was capable of making a silly 
remark like that to her, it would have been the same 
circumstances if I was speaking .to anyone who I had 
known to have connections in that way with share dealings. 
It was not because it was Mrs. Campbell. Almost anyone 
I was speaking to, who I knew dealt in stocks and shares, 
I would have said that to. 

10834. May I deal with that a little further. Surely, it 
would not have been appropriate to make that remark to 
somebody just because you knew that he dealt in stocks 
and shares, but it would have been appropriate to have 
made that remark to somebody whom you knew had 
friends in the City? — Well, I know from her — I did not 
know then — that she has a very capable firm of stock- 
brokers looking after her affairs. 

10835. Did you know that at the time when the remark 
came to you? — I have known for a long time that she 
was very satisfied with her stockbroker. 

10836. I am sure you can help the Tribunal. A remark, 
however facetious, of that kind implies in itself, that the 
person to whom you made it had some prior knowledge 



that Bank rate was going up. That is the only way you 
“make money” is it not? — If that is so, then I am at 
fault for having put her in that position, because that 
emanated entirely from me, and it was not in my mind 
that she was either capable of doing it or had done it, 
except that she deals in stocks and shares. 

10837. And by another coincidence, her reply was “1 
did know about it”? — She did say she did know about 
it, but I took that to be an idle boast. 

10838. Mr. Veale : You only knew her when you came 
across her in business? — Yes. 

10839. You said you were quite acustomed to her say- 
ing things like “ I knew about the Bank rate Is that 
the sort of thing she often said in the course of business 
discussion? — I am sorry if I gave that impression. I did 
not mean it. There has never been any sort of conversa- 
tion on those lines as to Bank rate or anything like that. 

10840. I thought you said you were quite accustomed 
to her saying things of that sort? — Yes. When I used that 
expression “ of that sort ” I meant that she — well she talks 
all the time, and it is difficult to carry on an ordinary 
conversation, because it is full of nonsequiturs all the 
time, and she does speak all the time of her connections, 
and family connections, and business connections, but one 
really shuts one’s mind to it and waits till the point of 
one’s conversation with her comes up. I am speaking 
particularly of my experience, which is most of my ex- 
perience with her, in connection with several claims for 
burglary and losses of jewellery, and so forth. 



Further examined by The Attorney-General 



10841. I would like to put this further question. Mr. 
Fitz-Gibbon did you telephone to the Law Courts, offering 
to give or volunteering to give some information about 
this? — I am afraid one of my staff did and put me in 
the position of having to do something about it, because 
it was in the paper this morning that there was an appoint- 
ment made with me on a certain date, and it was known 
in my office that I was certainly not there, nor was such 
an appointment made. 

10842. When you came here this morning, did you see 
a representative of the Treasury Solicitor’s Department? 
— Yes, I was obliged to do that. 

10843. Did you tell him words to the effect that Mrs. 
Campbell knew Mr. Gay Kindersley far better than the 
Tribunal had been led to suppose? — No, I do not think 
30671 



I said that. I said that the name I knew to be known to 
her. 

10844. Did you not refer to Mr. Gay Kindersley being 
either a trustee or executor or trustee of a settlement or 
executor of Mrs. Campbell’s will, or in relation to some 
legal transaction with regard to estate duty? — In answer 
to a question on that point as to whether I knew of 
any connection there, the only connection I could sug- 
gest was .that one, because I believe it was suggested 
that 

10845. Did you hear Mr. Gay Kindersley discussed by 
Mrs. Campbell, or a discussion as to whether Gay 
Kindersley would be a suitable person? — I am not able 
to say that certainly. I have never been in company with 
Mr. Gay Kindersley at all. 

K* 3 
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2g2 Mr. Dennis 

10846. I was not suggesting you had. When you were 
in Mrs. Campbell’s presence, did you hear that question 
discussed?— I would say no, because I cannot remember, 



Fitz-Gibbon 

I really cannot remember. . 

10847. Has you memory suffered since this morning? 
—No. 



Further by The Tribunal. 



10848. Mr. Milner Holland : There is one more ques- 
tion arising out of an answer you gave to Mr. Veale. 
You say that Mrs. Campbell was often talking about her 
business connections. That was one of the things that 
impeded you in getting to the point in your conversa- 
tions?— Yes. 



10849. Is that the fact that she was constantly boasting 
of her business connections— Perhaps “ boast ” would be 
too much. 



10850. Talking about her business connections?— Yes. 

10851. What did you mean by business connections— 
connections with business of what kind? — Chiefly, it has 
been on property deals, house purchase deals, and antiques 
at which she is expert. 



10852. Chiefly, and after that, what others?— I know 
she was been successful in her affairs with her stockbroker 
over the last few years. She has mentioned that a good 
many times. But il am not an expert at these sort of things 
myself, and I do not understand them in fact. I have 
not even perhaps as much knowledge about these things 
as most people ; so that the conversations she had with 
me about these things did not interest me. 

10853. Chairman: Who were these brokers that she 
was so pleased with?— Their name, I could not tell you. 
I would recognise it if I saw it written down or heard it 
said. In fact, I did recognise it when I saw it in the 
paper this morning. 

10854. Have you ever heard any talk about any brokers 
called George Henderson & Co.?— I can say quite cer- 
tainly I have never heard that name mentioned. 



{The Witness -withdrew .) 



The Attorney-General: My Lord, that just leaves the 
evidence about the earlier transactions. 

Chairman : I think, you know, that Mrs. Campbell is 



entitled to refute that if she wank to. 

The Attorney-General : I will recall her for that 
reason. 



Mrs. Dorothy Campbell, re-called 



Further Examined by ' 

10855. Mrs. Campbell you have been sworn. You heard 
the evidence given by Mr. Fitz-Gibbon? — Yes. 

10856. You heard his evidence about the conversation 
with you after the raising of the Bank rate? — Yes. 

10857. 'Do you remember a conversation of that sort?— 
No. 

10858. Did you have any conversation with Mr. Fitz- 
Gibbon shortly after the Bank rate was raised?— Only 
about my burglars. I cannot remember anything else. 

10859. Do you remember his asking you whether you 
had made a lot of money, or anything like that? — No, I 
lost a lot. _ _ , 

10860. When did you lose a lot?— From July till now. 

10861. But no reference at all to your speculations on 
the Stock Exchange in a discussion with Mr. Fitz-Gibbon? 
—No. 

10862. You said yesterday that the entry in your diary, 
about going to the Monument Station, was to visit Me. 
Fitz-Gibbon? — No. It was to visit a car insurance, and 
Mrs. Hicks Beach who was here this morning drove me 
there. 

{The Witne 



he Attorney-General 

10863. So you did not go to Monument Station at all? 
—-Mrs. Hicks-Beach will tell you where she drove. 

10864. Do you wish to add anything to what you said 
in evidence yesterday? — Can I add something about this 
morning? 

10865. Yes. — I never ever mentioned the name of Gay 
Kindersley to Mr. Fitz-Gibbon, ever. And I have only 
seen him once since he was a little baby. 

10866. Was there any question of his becoming a trustee 
of some settlement? — Never. 

10867. Or a document of that kind? — 'Never. 

Chairman : I do not know that we need keep this diary 
and address book Mrs. Campbell, and we return them to 
you. 

( Books returned to the Witness.) 

The Attorney-General: And, of course, Mrs. Campbell 
need not stay. 

Chairman: No, you are released, 
f withdrew .) 



The Attorney-General: Now there is just the evidence 
of the other transactions for which your Lordship asked. 
I have particulars in relation to Lazards and Mathesons. 
1 do not know if your Lordship would like them dealt 
with now. Perhaps my learned friends who appear for 
Lazards and Mathesons are more familiar with the figures 
than 1. 

Chairman: Might it be convenient if we dealt with 
Mathesons, and asked Mr. Megaw to explain the document 
that has been put in? 

The Attorney-General : if youir Lordship pleases. 

Mr. Megaw: The document which has been put in, 
and is before your Lordship, shows a complete list as 
requested by the Tribunal yesterday morning, of the 
transactions carried out by Matheson & Co. Ltd., during 
the seven days up to and indiuding the date on which 
Bank rate was changed, between the 8th November, 1951, 
and the 19th September, 1957, and it relates to transac- 
tions in gift-edged by Matheson & Co. Ltd. on behalf of 
themselves, their clients, or any of the companies in the 
Matheson Group including Jardine Matheson & Co. Ltd., 
but excluding, of course, transactions carried out prior 
to the change on the 19th September, 1957, which have 
been given before the Tribunal. 

There were only, I think, eight or nine Bank rate 
changes during the relevant period. May I take them in 
order? The first was the change of the 8ith November, 
1951. On that occasion, I am told. Bank rate went up 
from 2 per oent. to 24 per cent. In the week preceding 
that Bank rate change, of sales there were none, and of 
purchases there was one on the 1st November, 1951, of 
£10,000 3} per cent. Australia Stock 1965/69 at 944 for 



the account of the provident fund of Jardine Matheson 
& Co. Ltd. 

The second Bank rate change was on the 11th March, 
1952, and on that occasion I am told the Bank rate went 
up from 24 per cent, to 4 per cent, There were no 
dealings in gift-edged, either sales or purchases, by the 
companies concerned in that period. 

The third was .the Bank rate change of the 17th Septem- 
ber, 1953. On that occasion the Bank rate went down 
from 4 per cent, to 34 per cent. There were no dealings 
in gift-edged in the week preceding that period. 

The fourth Bank rate change was on the 13ith May, 
1954, and again the Bank rate went down from 34 per 
cent, to 3 per cent. In the week preceding the 13th May, 
1954, there were two sales, one was a sale on the 6th May, 
1954, which does not look to me like a sale of gift-edged. 
It was a sale of £1,000 Greek 6 per cent stabilization and 
refugee sterling bonds at 214 for the account of W. B. 
Rigden. The other was a sale on the lOith May, 1954, of 
£10,000 24 per cent. National War Bonds 1954/56 at 
1 00-gfths for the account of Huth Produce Sales (U.K.) 
Limited. Of purchases there were none. 

The fifth change was on the 27ith January, 1955, when 
the Bank rate went up from 3 per cent, to 34 per cent. 
There was one sale on the 21st January, 1955, of 
£6,188 4s. 8d. 3 per cent. Savings Bonds 1965/75 at 
9 1 '||lths for the account of Mr. A. Kidd. There was a 
purchase on the 18th January, 1955, for £210 3 per cent. 
Savings Bonds 1965/75 at 92ftths ex-dividend for the 
account of Theydon Trust. 

The sixth change was on the 24th February, 1955, 
yvhen the Bank rate went up. from 34 per cent, to 4 per 
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cent. There were no purchases, buit of sales there were 
two on tlhe 24itih February: firsit a sale of £650 2\ per 
cent. Consolddated stock at 624-, and seoond a sale of 
£1,225 3i per cent. War Loan 1952 at 84 for the account 
of Mir. A. W. Robson. In connection wrath that change, 
your Lordship will appreciate that the sales were carried 
ouit on the day of the Bank rate change. If your Lord- 
ship will turn to the last paragraph in the statement, your 
Lordship will see that it js said that it is impossible to 
say now definitely whether those sales were effected before 
or after the moment the change was announced. 

The seventh Bank rate change was the 16th February, 

1 956, and on that occasion the Bank rate went up from 
4£ per cent, to 5jr per cent. There were no sales in .the 
week preceding that change, buit there was one purchase 
on the 9,th February, 1956, of £2,100 3 per cent. Ex- 
chequer stock 1960 at 94|£llihs for the account of the 
Thistle Insurance Company Limited. 

The eighth change was on the ?th February, 1957. The 
change was down from 5£ per cent, to 5 per cent. Of 
sales there were none. Of purchases there was one on 
the 4th February, 1957, of £229 Is. 3d. 3 per cent. Fund- 
ing Loan 1959/69 at 84-j-, for the account of Mr. B. L. 
Hunt. Also on the 7ith Fehruary, 1957, the day of the 
change, there was a purchase of £9,000 4 per cent. Fund- 
ing Loan 1960/90 at 92 ,%llihs for the account of the 
Federal Insurance Company, Zurich. That purchase, as 
your Lordship will know, had the approval of the Bank 
of England which of course was required for a foreign 
account. The approval was given on the 5th February, 

1957. 

The other piece of information is that Mr. WdlLiam 
Keswick was first appointed a director of the Bank of 
England on the 1st March, 1955. 

Mr. Milner Holland: That is after the fimst six changes? 

Mr. Megaw: Yes. 

Chairman: I am grateful to you, Mr. Megaw, and to 
your clients. The Tribunal are prepared to accept this 



document and I think it is unnecessary for any witness 
•to be called to prove it. Do you agree, Mr. Attorney? 

The Attorney-General: Yes. 

Chairman: Then, Mr. MacKenna, you have supplied 
us with some information which I am afraid is not digested 
yet, but you will explain it to us. 

Mr. MacKenna: I will try to, my Lord. The first period 
your Lordship asked us to deal with was the week imme- 
diately preceding and the week immediately following the 
change of Bank rate in November, 1951. We have informed 
your Lordship in one of the two documents which have 
been put in, that in the week preceding the rise of Bank 
rate from 2 per cent, to 21- per cent, on the 8th Novem- 
ber, 1951, Lazards had a transaction in gilt-edged securi- 
ties on their own account. It was a purchase of £250,000 
National War Bonds 2\ per cent. 1951/53. That purchase 
was carried out on the 7th November, 1951, the day pre- 
ceding the rise in the Bank rate. In the week following 
the change in the Bank rate which took place on the 8th 
November, Lazards subscribed to £1,000,000 nominal 
value 1-J per cent. Funding Bonds 1952. That was done 
on the 12th November, 1951. That answer strictly covers 
the question which your Lordship put to us dealing with 
the week immediately preceding and the week immediately 
following that rise in the Bank rate. 

My clients have thought it proper to give your Lordship 
information about some sales of gilt-edged securities which 
took place shortly before that week. We set them out. 
Under date 19th October, 1951, Lazards sold £500,000 
worth of Exchequer 2\ per cent. 1955, £250,000 worth of 
the same stock, £420,000 of Funding 2j per cent. 1952/ 57, 
£300,000 National Defence 1954/58, £200,000 War Bonds 
3 per cent. 1955/59 

Chairman : Having regard to the amounts involved here, 
I think the Tribunal would like this dealt with formally. 
If you have got a witness it will save time not to go 
through it twice. 

Mr. MacKenna: If your Lordship pleases. I would like 
to recall Mr. Brand. 



Mr. Thomas Henry Brand recalled 



Chairman : You are still under oath. 



Further re-examined by Mr. MacKenna 



10868. 1 want your help first of all about the sales of 
securities which took place on the 19th October, 1951. 
Perhaps the convenient way would be for me to go 
quickly through the list, and you will tell my Lord and 
his colleagues whether I 'have the facts right. £500,000 
Exchequer 2i per cent. 1955? — Yes. 

10869. A further £250,000 of the same stock?— Yes. 

10870. £420,000 Funding 2\ per cent. 1952/57? — 

Correct. 

10871. £300,000 National Defence 1954/58?— Correct. 

10872. £200,000 War Bonds 3 per cent. 1955/59? — 
Correct. 

10873. £250,000 Funding 2i per cent. 1956/61? — 

Correct. 

10874. £250,000 Funding 4 per cent. 1960/90?— Correct. 

10875. Was there a further sale on the 30th October, 
1951, of £250,000 Funding 2\ per cent. 1955/61?— No, 
£300,000. 

10876. Very well. Then on the 31st October, 1951, was 
(here a further sale of Funding 2\ per cent. 1956/61? — 
£ 200 , 000 . 

10877. £200,000 on that date. Were the sales which we 
have just been considering taken as a result of a decision 
of the Managing Directors on the 19th October, 1951? — 



Yes. 

10878. Did that decision follow upon the consideration 
by the Managing Directors of a memorandum prepared 
by Mr. Cuthbertson, the head of the Investment Intelli- 
gence Department? — Yes. 

10879. Is that memorandum dated 12th October, 1951 ? 



— Correct. 

10880. And does the memorandum deal with the 
implications for Lazard Brothers & Co., Ltd., of a rise 
in interest rates on the assumption that a Conservative 
Government would be returned to power as a result of 
(he then forthcoming General Election, which took place 
on the 25th October, 1951, and that that Government 
would desire to use the interest rate weapon as a means 
of curtailing credit, reducing inflation by reduction of 
such consumption as is sensitive to higher interest rates, 
and introducing the highest possible degree of economic 
selectivity in the use of credit?— That is true. 
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10881. That was the subject of the memorandum ; is that 
right?— -Correct. 

10882. Did the author of the memorandum, Mr. Cuth- 
bertson, suggest as a result of his conclusions on these 
matters, that Lazards should consider moving into the 
two shortest-dated stocks? — Yes. 

10883. Did he recommend that that move should be 
made on or shortly after the 2nd December. 1951? — Yes, 
that is so. 

10884. Was that memorandum of Mr. Cutherbertson 
circulated to the Managing Directors and read and con- 
sidered by them between the 12th and 19th October, 1951? 
— Yes. 

10885. When the Managing Directors met on the 19th 
October, 1951, did they consider that the assumptions 
upon which Mr. Cuthbertson’s memorandum and recom- 
mendations were based were likely assumptions? — Yes, I 
think that is so. 

10886. One of the assumptions we have just heard was 
that a Conservative Government was likely to be returned 
to power at the Election of the 25th October? — That is 
true. That .is so, yes. 

10887. Did the Managing Directors in general agree 
with the views expressed in the memorandum? — Yes. 

10888. The memorandum had suggested that Lazards 
might make their move from the longer dated stocks into 
the shorter dated stocks on or shortly after the 2nd 
December, 1951? — Yes. 

10889. Did the Managing Directors consider that any 
advantage would be gained by Lazards delaying the opera- 
tion?— No. My recollection is that we thought we might 
as well take the action straight away, and before the 
Election. 

10890. Was the carrying out of the decision left to 
you? — Yes. 

10891. At that date was Mr. Meinertzhagen a Managing 
Director? — I think he was head of the Stock Department. 

10892. But not a Managing Director? — But not a 
Managing Director, no. 

10893. We have heard from your evidence that the 
greater part of the sales were effected on the 19th Octo- 
ber,. 1951, followed by two sales on the 30th and the 31st 
October, 1951 ?— May I raise one point? 

K* 4 
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1 D894 Certainly? — I am quite certain that in this letter 
,he“ 9 a tTwo a X Which tov. tan left out Mj 
lection is that on the first day we sold £2,900,000 odd, 
and this adds up to a lesser amount. 



fo895 m Mr‘.^ ^^T^VioJld check fhTfigumJnd “ lS^During^he week after that change in Bank rate 

i hurry. Perhaps Mr. Brand would check the figures an ^ on the 13th Marchj 1952) buy £1,000,000 

give us the c ° rrect ^® ure a ITT 11 , 1S E £500 000 24 nominal value of 2* per cent. National War Bonds 
10896. October 19th 1951 ^ 1951/53 ?-That is correct. 

. w— t and a further £2 , . P J0916. The next rise in order of date is the 27th Janu- 
ary, 1955, when Bank rate was raised from 3 per cent, 
to 31 per cent. During the week preceding that change, 
did Lazards make any sales or purchases of gilt-edged? 
— No. 

10917. During the week after the change in Bank rate, 
did Lazards on the 28th January buy £1,000,000 nominal 
value 3 per cent. Serial Funding 1955? — £1,000,000 3 per 
cent. Serial Funding 1955. 

10918. Is that right?— Yes. 

10919. The next date is the 24th February, 1955, when 
Bank rate was raised from 31 per cent, to 41 per cent. 
On the 23rd February, 1955, did Lazards sell £250,000 
nominal value 4 per cent. Funding 1960-90, £500,000 
nominal value 3 per cent. Savings Bonds 1955/65, and 
£250,000 3 per cent. War Loan 1955/59?— That is correct. 

10920. After lihe change in Bank rate, did Lazards buy 
on the 24th February £250,000 nominal value 4 per cent. 
Funding 1960/99?— On the 24th February, yes. 

10921. Did Lazards sell an equivalent amount of the 
same stock on tihe 1st March, 1955?— That is oorreot. 

10922. Were you in this country when the instructions 
were given to sell the stocks which were sold on the 23rd 
February? — No, I am afraid I was not. 

■, - 10923. Did you return to this country on the 24th, the 

b< ™!r Ptas' 5 the subscription which was made on the nent day?-Hiai is correct 

nJu M JmhVl- Yes V 10924. Was Mr. Marris out of the country, too, at that 

10902 Would you just help me about this? Was the time? — Yes, he was in Australia, 

first Durchase of short-dated stocks a purchase made on jo 925. Atld of the three Managing Directors who 
the 7th November, 1951, of £250,000 National War Bonds norma u y dealt with the investments, I think Mr. 

• <»« ■» Meinertzhagen would be the third ; is that right? — Yes. 

10926. And was he present in this country?— Yes, he 
here. 



the Bank rate was raised ; that was the 11th March, 1952. 
The Bank rate, I think, was raised at that time from 24 
per cent, to 4 per cent.? — Yes. 

10914. Did Lazards make any sales or purchases of 
gilt-edged securities during the week prior to that change 



1US95. mr mac^nnu. rr . d 10915. During the week; alter tnat cnange m same rare 

a hurry. Perhaps Mr. Brand wouid^e* me ngures an Lazards on thc 13th March, 1952, buy £1,000,000 

i the correct figures?— It is October mn t " ' 

iusy6. October 19th, 1951?— In addition £500,0 
^r cent. War Loan 1954/6, and a further £250,000 2+ per 

CC lOS^Those^dditional sales you have just told us about 
were carried out in execution of the same ^y^under 
which' the other sales were made; is that right/ lnar 
is right. We had a firm market the first day, and then 
the ^gilt-edged market went pretty weak, and we had 
therefore to re-decide about a week later whether we 
would part with the last half -million pounds. 

10898 And you decided you would do / Yes. 

Mr Milner Holland-. The letter as it stands mentions 
the £250,000 Funding 2* per cent, that Mr. Brand has 
just turned up. He said originally it was not £250,000 
it was £300 000. It must be that it is the £300,000 that 
£ Eft out of the letter The 12 50000 Mu Brand has 
iust mentioned is in the letter. Is that not it / 
i Mr MacKenna : It looks like it, but I think not. 

K" think not. I think there ts about 

£3 i 4 0 0 8 0 99 0 M£ MacKema. Have you finished checking the 
sales figure?— That is all right. 

10900. I want your help on one other matter in con- 
nection with this transaction. Did Lazards, in execution 
of the same policy, replace the longer term stocks which 
it had sold, by purchases of the two short-dated stocks? 

—That is true, plus the subscription which has already 



10903 Had Lazards’ holdings of that short-dated stock 
on the 19th October, 1951, which it did not sell?— Yes. 

I think we went down to £750,000. , .. 

10904. After the sales of the 19thOctober and the30th 
October and the 31st, you were left holding some £750,000 

of short-dated stocks ; is that right?— Yes. 

10905. You added to those £250,000 worth on the 7th 

November, is that right? — Yes. u 

10906. Then you subscribed on the 12th November to 
the 1952 Funding Bonds?— Yes. 

10907 Did you after that date purchase more oi tne 
shortest dated stocks?— Yes. In November there were 
several lots. , ,, 

10908. I will not ask you for the details unless the 
Tribunal want the figures, but as a result of the purchases 



10927. If any explanation is desired about the circum- 
stances in which 'those sales were made, Mr. 
Meinertzhagen would be the person to ask ; is that right? 
—Certainly. 

10928. I want your help on the next date, which I think 
is the rise in Bank rate on the 16th February, 1956, from 
44 per cent, to 54 per cent. During the week preceding 
that change, did tomrds on (he 9th February, 1956 sell 
£500,000 nominal value Funding 24 per cent. 195 z/0/, 
and on the same day purchase £500,000 nominal value 
National War Bonds 24 per cent. 1954/56?— That is 

° 0rreCt ' 10th February, 1956, did Lazards sell 



that you made between the 7th November and the 10th 10929. On the 10th February, 1956 am Lauras sen 
December 1951, did your holdings in the shortest dated £500,000 nominal value Oonversi'on 44 per cent. 1957/5 
stocks rise’ to nearly £2,000,000?— Yes. —Yes, that is correct. 

10909. Did Lazards adhere to that policy of holding Mr. MacKenna: My Lord, 1 think J have covered now 
only the shortest dated stocks throughout 1952 and into t i he r , ises in Bank rate and Lazards ^transactotms^m^e 
1953? — Yes, certainly. 

10910. Chairman: Before v 



e leave October and Novem- 
ber, 1951, can Mr. Brand with his pencil give us a firm 
total for our note of the nominal amounts sold on the 
19th, 30th and 31st? — Do you want that nominal total 
as a’ total, or all the different ones, my Lord? 

10911. No, as a total?— £2,920,000 on the 19th, £300,000 
on the 30th and £200,000 on the 31st. I am quite certain 
that that is the right figure, because I have always known 
it was £2,900,000. 

10912. Chairman: It is £3,420,000? — Yes. 

10913. Mr. MacKenna: Now I want you to pass from 
that transaction to the next occasion in order of date when 



weeks immediately preceding and following the different 
rises from 1951 onwards. My learned friend Mr. Davme 
reminds- me that I have not asked the witness to confirm 
that no transactions took place in the week following the 
rise in Bank rate on the 16th February, 1956. 

Witness: None. 

Mr. MacKenna: Unless there are any other mattes, 
those are all the facts known to me in answer to the 
questions toe Tribunal have .put about these earlier 

P&T Chai‘rman: Have you any question, Mr. Attorney? 

The Attorney-General: No. 



By The Tribunal 



10930. Chairman: I think we ought just to see, if you 
have got it, toe memorandum prepared by Mr. Cuthbert- 
son? — 1 believe that is here, although I have not got it 
with me. 

Mr. MacKenna : lit may be difficult to get enough copies 
for your Lordships. If I might hand in my own marked 
copy, Mr. Divine is looking for his, and my instructing 
Solicitor has one clean copy. 

( Copies of Memorandum handed to the Tribunal .) 



10931. Chairman: It is my fault, but I am not exactly 
following why the suggestion was that no action should 
be taken until toe 2nd December?— I can well understand 
vour Lordship’s conclusion. . 

10932 Was that just to see whether a Conservative 
Government did get took?— Possibly, that, and J«»y 
because IE you are very well versed in these economic 
things you tend to be precise where possibly I would not 
be piedse. Certainly at Ms date of time I do nto think 
you can attach any significance to rthe date of December 
2nd other than that it would be after toe Election. 
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10933. It was really the earliest date when there might 
i™ nsk of a . chan S e in the Bank rate?— Yes. 

10934. Until the Election there would be nobody there 
to d.o so?— Well, a few weeks- before the Election I doubt 
whether the Government would want to propose changes 
, I c 9 ur ? e 1 chmk y<> u have to bear in mind that quite a 
lot of things would have had to happen even if Labour 
had got in, which would probably have justified a sale 
or those securities in any case. 

10935. At any rate, you decided that there was no point 
in waiting? — That is correct. 

10936. And so far as the other sales are concerned in 
February, 1955, you were out of the country, I think you 
said? — Yes. I came back on the 24ith. 

10937. And we ought to put any question to Mr. 
Meinertahagen? — I think it is very clear why we did 
it 



10938. Mr. Milner Holland: I want to get it absolutely 
plain. Nearly £3,000,000 nominal was sold on the 19th 
October, 1951, £2,920,000, and that was six days before 
the General Election on the 25th Ootpber?— Yes. 



10939. And six days, therefore, before it was certain 
to which political Party the next Chancellor would belong. 
The other half-million pounds was sold on the 30ith and 
31st Ootober? — That is so, at a slightly lower price. 

10940. And the Bank rate change was in fact on the 
8th November? — Yes. 

10941. Now I want -to ask you one question about the 
last case, that is, the 16lt!h February, 1956, Bank rate rise 
from 4£ per cent, to 5£ per cent. On the 9th February 
there was a mere exchange between Funding 2± per cent, 
and National War Bonds 2| per cent., but on the next 
day, the 10th, there was a sale of half a million pounds 
Conversion 4jr per cent. Who made that decision, and 
why? — I expect I would have made it. I think it is 
already covered in my previous evidence when we were 
going through the 1956 figures. You remember the ratio 
went down in February to 37 and then to 31. 

10942. 1 believe you aTe right. It had slipped my 
memory. You dealt with it in your previous evidence? — 
I think that is so. 



(The Witness withdrew .) 



Mr. Daniel Meinertzhagen, recalled 
Further re-examined by Mr. MacKenna 



10943. Do you remember the sales which were made by 
Lizards on 23rd February, 1955?— Yes. 

10944. I think we have already given my Lord and the 
Tribunal the exact figures, so I will not ask you to repeat 
them, hut do you recollect a meeting on the 21st Feb- 
ruary, 1955, of the Board of Lazard Securities, Ltd?— 
Yes. 

10945. What is the function of Lazard Securities, Ltd? 
— Lazard Securities is a small nominal company whose 
function is to provide a medium whereby those who are 
interested in investment in the firm, not only the 
Managing Directors, can meet through its organism to 
consider investment possibilities from all aspects and 
special positions— all the kind of things which go with 
investment. 

10946. I think -we have already been told that Lord 
Kindersley as -not and never has been on the Board 
of -that company? — That is so. 

10947. At the meeting of the 21st February of the Board 
of that company were you present and in the Chair? — 
I was present and in the Chair. 

10948. Were you the only Managing Director present? 
— I was. 

10949. -I think other of the Managing Directors are 
also members of the Board of that company? — Mr. 
Brand and iMr. Marris -were members. They were both 
abroad and not there. 

10950. Was Mr. Cuthbertson, the head of Lazards’ 
Intelligence Department, present? — He was. 

10951. And were other representatives of that depart- 
ment present? — There were. 

10952. Have you looked at the Minutes of that Meet- 
ing? — I have. 

10953. I think you have extracted a passage from the 
Minutes of the Meeting, which have been put into the 
statement supplied to the Tribunal? — That is so. 

Mr. MacKenna : I do not know whether your Lord- 
ship would wish me to read the very long Minute? 

Chairman : I think so, then it gets on the note. 

10954. Mr. MacKenna: Just check and see whether 
I am reading this correctly: “A general discussion then 
took place on .the present state of the market. While it 
was felt to be early as yet to formulate any positive 
investment policy, it was agreed that an effort should 
still be made to achieve a high degree of liquidity in the 
portfolios of those clients not greatly dependent on 
income. This should be brought about by sales of 
those United Kingdom equities whose prices already dis- 
count any likely increase in dividend. In doing this, 
advantage should be taken of technical market rallies 
which -may be expected from time t-o time. It was thought 
that the continued weakness of sterling and rising import 
bills would almost certainly bring about a further rise 
in the Bank rate which, while it might remove uncer- 
tainty in the market, would initially at least further de- 
press both gilt-edged and equity prices. -It seemed unlikely 
that there would be any improvement in the latter until 
the election was out of the way. For the time being at 
any rate equity prices will probably tend to follow long 



dated gilt-edged on -interest rate considerations. There is 
little room for any further narrowing of the margin be- 
tween yields on blue chips and old consols, and so long 
as interest rates show a tendency to harden any substan- 
tial improvement in equity prices must be largely dependent 
on a further rise in earnings in dividends over and above 
that already discounted dn present prices.” Did you share 
the views that were recorded in that minute? — I did. 

10955. One of the views we have seen is that “there 
is almost certain to be a further rise in Bank rate because 
of the continued weakness of sterling and rise in import 
bills”? — That is so. 

10956. Had there been a rise in the Bank rate shortly 
before -that date, 21st February, 1955? — Yes, there was 
one in January, a rise of i per cent, and my recollection 
is that at the time the view was widely held that that 
was an inadequate rise, and if Bank rate was to be put up 
it ought to have been put up by more. 

10957. Considering it likely that there would be a rise 
in the Bank rate did you take any steps after that meeting 
to realise the -gilt-edged securities? — Yes. We had at this 
time £7,900,000 nominal of gilt-edged, and I sold a million 
out of that £7,900,000, because I thought that we would 
all feel more comfortable with slightly less, a slightly 
smaller portfolio of gilt-edged in the following weeks. 

10958. You have told us that Mr. Brand and Mr. 
Marris were out of the country. Was Lord Kindersley 
•in the country at that time?— -He was in the country 
for the first half of -that week, yes. 

10959. Did you consult him about this sale? — Certainly 
not. 

10960. Why did you say “certainly not”? — I think 
I have explained -before that if there is any chance of any 
decision -which I wish to take which might embarrass ham 
I would not in fact ask him, but at was not the kind 
of .problem I would think of putting to him. 

10961. As -I follow the evidence you have given, you 
were minded to sell gilt-edged because you thought that a 
rise in the Bank rate -was likely? — I thought over the 
following weeks it was likely and probably the right thing 
to do. I would not say that I expected it that week, but 
I expected it. 

10962. And if you were minded to make a sale because 
a rise in Bank rate was in your view likely would that 
be a subject which you could conceivably discuss with 
Lord Kindersley? — No, certainly not. 

10963. I think you draw attention, as a matter which 
may interest the Tribunal, to the fact that Lazards sold 
on balance during 1955 approximately £4 million nominal 
more gilt-edged than ihey bought? — That is so. 

10964. Is there anything you would like to add to the 
account you have given us about the February, 1955, 
transaction? — No, only that it was strictly the kind of 
transaction in the ordinary course of business. There was 
no consideration in that case of liquidity involved. We 
had a big portfolio and plenty of money in the market. 
I would have taken that decision in the absence of Mr. 
Brand and Mr. Marris, who were not there, quite com- 
fortably on my own. 
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10965. Chairman : I am glad to see that at any rate 
Lazards Securities Limited keep proper Minutes. It is most 
unfortunate in this case that an equivalent document ot 
that sort does not exist in regard to Lazards?— Yes. 

10966. What do the so-called Minutes of the morning 
meetings of Lazards say for the 22nd and 23rd February? 
— There is no report made at all. 

10967. No report about a decision to sell stocks, but 
presumably there was a meeting which was recorded. 
There was a meeting, but there was no reference in either 
the 22nd or 23rd. 

10968. May we see at least who was there then? — T have 
not that with me, but my recollection is that Lord 
Kindersley, Mr. Horsfall, Mr. Phillips and myself were 
there and Mr. Filgate. 

Chairman : I expect somebody has got it here. 

Mr. MacKenna : I do not think we have that in Court. 
If your Lordship wishes to see it, we will have it sent 
for. 

Chairman : I think, at some time, we shall want a copy 
handed in. 

Mr. MacKenna : We will do that. 

Chairman : Meanwhile, we will take Mr. Meinertzhagen s 
recollection. 

Witness: My recollection is — I did look at them m the 
last few days— that all the managing directors were there 
except those who were abroad, that is to say, the five of 
us were there. 

10969. Chairman: And that there was nothing in the 
Minutes recording a decision taken? — No. I would say 
the decision was taken by me outside the meeting, as I 
think would probably be the case. 

10970. Mr. Milner Holland : The reason for that, I sup- 
pose, is because unlike the 1957 sale, this sale had nothing 
to do with the liquidity of Lazards and, in fact, was on 
the banking business side?— That is so, this is directly 
an investment question. 

10971. And that, as I understand your evidence, would 
account for the fact that no mention was made of it at 
Lazards morning meeting? — I am afraid I cannot account 
for that. There should, I think, in the ordinary course of 
events have been at least a record of the transaction that 
had been done. I was surprised to find that that was not 
the case. 

10972. But just to make sure of it, I am right, am 1 
not, that the distinction between the 1955 and the 1957 



transactions was that the 1955 transaction was a pure 
investment matter? — That is so. 

10973. And the 1957 transaction, the sales in 1957, were 
due to considerations of the banking side of it? — That is 
correct. 

10974. Mr. Veale : There was one figure that I did not 
hear. In February, 1955, when you sold £1 million nominal, 
I think you told us what your total holding of gilt-edged 
was ? — £7,900,000 nominal value before and we, by these 
sales, brought it down to £6,900,000. 

10975. Chairman: Thank you Mr. Meinertzhagen. 
Would you see that copies of the reports of the meetings 
of the 22nd and 23rd are sent to the Secretary to the 
Tribunal?— They were the Tuesday and the Wednesday ; 
yes, I will. 

10976. The Attorney-General: I think I ought to draw 
Mr. Meinertzhagen’s attention to his answers to me on 
Day 7, page 42, at letter “ E ”. This is the passage we 
have been looking for. “ (Q) Can you recollect any pre- 
vious occasion within those three years on which some 
of the Managing Directors have decided to sell up to 
£2 million gilt-edged to improve the liquidity? (A) In 
the last three years we have not made any decision to 
sell up to £2 million gilt-edged. (Q) While you have been 
working at Lazards (which may cover a longer period) 
can you recollect any occasion on which, that happened? 
(A) I could not recollect a figure of £2 million. (Q) So far 
as you arc aware then, this was an unprecedented decision 
in magnitude? (A) In terms of a single decision over a 
period of two days it was larger than I could recollect. 
Does that want revising at all, Mr. Meinertzhagen, in view 
of the evidence that has been given this morning?— The 
facts certainly require revising. T had not, at the time, 
when you questioned me in this way, refreshed my 
memory of what happened in 1951. I remembered that 
we had sold a lot of stock in that year, but at that time 
my memory, my recollection was that we had sold two 
approximately equal amounts, neither of which was as 
much as £2 million. As a second point I was concentrating 
my memory, at that point, on sales for liquidity and these 
sales were not for liquidity, but as a definite result of a 
decision on gilt-edged investment policy. 

10977. Chairman : We have a copy of the document of 
Mr. Cuthbertson that Mr. Brand produced from the files. 
We have a copy for our records, and I think you had 
better take charge of the original. ( Document handed to 
the Witness )? — Thank you. 



(The Witness withdrew.) 



The Attorney-General: I think that concludes all the 
evidence. 

Chairman: There is still the Royal Exchange. I. have not 
seen the figures for that company. Have you copies of 
something for us Mr. Stable? 

Mr. Stable: Yes, I have copies of the gilt-edged trans- 
actions for each eight day period prior to the Bank rate 
changes since November, 1951. ( Documents handed to 
the Tribunal .) My clients 'have not been able to find out 
what was their cash position on any of the dates in the 
left-hand column, nor have they been able to discover 
what, at any of those times, was their anticipated cash 
requirement to meet their ordinary commitments. It is 
our submission that, without that information, it would 
be difficult to draw any accurate inference from the 
bare figures. 

Chairman : If you explain these figures to us we will 
see if there is anything that calls for explanation. 

Mr. Stable: I have Mr. Roberts here to give any 
explanation that you may want. 

Chairman : You explain them. There was first the rise 
in Bank rate on 8th November, 1951. 

Mr. Stable: Yes. 

Chairman: And then the week before there were two 
sales ; is that right? 

Mr. Stable: We have taken it in eight day periods 
and not seven day periods. Eight days before there were 
•two sales. 

Chairman: A sale of £400,000. 

Mr. Stable: The amounts are nominal amounts. 

Chairman: Then we come to March, 1952, and there 



is more or less a switch .there. 

Mr. Stable: Yes. Then of the four transactions on 16th 
and 17ith September, 1953, the last two are in the nature 
of a swatch involving £450,000. Then the other two 
transactions are first a small sale and the other a purchase 
of £200,000 Funding 3 per cent., 1959/69. Then going 
to the 131th May, 1954, there are four transactions. Again, 
two of them aTe in the nature of a switch, and the re- 
maining two are first a sale of £550,000 Serial Funding 
3 per cent. 1955, and a purchase of £350,000 4 per cents, 
leaving some difference. 

Chairman: Sales exceeded purchases, but Bank rate 
went down. , , , 

Mr. Stable: I am told in fact that those are in the 
nature of a switch, selling 21’s and buying 4’s. Coming to 
the 27itlh there were in the preceding week two small 
purchases of £50,000 War Loan 31 per cent. 

Mr. Milner Holland : They were the winong way round, 
were they not? 

Mr. Stable: Yes, they were the wrong way round. 
Coming to 24th February, 1955, in the preceding week 
there were altogether six transactions, and it is very easy 
to see which are switches and which are not. The result 
is .that they sold more than they bought by approximately 
£200,000. Then on the 16th February, 1956, there were 
no transactions at all. On the 7th February, 1957 there 
were one switch transaction and one purchase of £350, OUU 
Conversion 41 per cent., 1962. 

(The Tribunal conferred.) 

Chairman: We think you ought to call Mr. Roberts. 
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Mr. Horace Roberts, recalled 
Further re-examined by Mr. Stable 



10978. During the period from November, 1951, to 
the present time have there been very considerable changes 
in the Royal Exchange in personnel? — Yes, that is correot. 
During this period -there has been a change of Governor, 
several changes of the membership of the Treasury Com- 
mittee, a ohange of general manager, change of two 
assistant general managers, and a ohange of investment 
manager. 

10979. Is it now possible for you to discover what was 
the cash position on any of the dates in the left hand 



column? — Well, I suppose we might be able to look up 
and see what our bank balance was or something of that 
description, but . . . 

10980. Have you in the time available to you since this 
request for the information was made been able to obtain 
tinait information? — I am afraid not. 

10981. Are you able to state now what your anticipated 
cash requirements were on any of those dates to meet 
your ordinary commitments? — 1 am afraid that would be 
quite impossible. 



Further by 

10982. Chairman : 1 suppose it could be put against 
you merely on these figures here that out of seven changes 
.in the Bank rate you did in faat take the right view four 
times? I think the figures work out that way. On the 
first one, the 8th November, 1951, you were a seller? — 
Yes. 

10983. To the ex/tenit of £400,000, and Bank rate went 
up? — Yes. 

10984. Leaving out the next and going to the 17th 
September, 1953, you in fact bought £150,000 or there- 
abouts more than you sold, and the Bank rate went down, 
so you were right -there? — I think — yes — these are nominal 
sums, and I think that the proceeds might be rather differ- 
ent. We are selling a low interest stock here, 2-J per cent. 
War bonds, and buying back threes. Perhaps the differ- 
ence when worked out would not be quite so material. I 

agree alt would probably still be in the direction 

( The Witne 



ie Tribunal 

10985. Just on the right side, as it were? — Yes. 

10986. Then if you come down to the deals in February, 
1955, you see there that on balance you sold more than 
you bought, and the Bank rate went up? — Yes. 

10987. Finally in February, 1957, you bought £350,000 
more than you sold and Bank rate went down? — That is 
so. 

10988. I think, as you have explained before, that these 
sums of £150,000 and £200,000, are not very big when 
you are considering transactions by the Royal Exchange? 
—No. I would regard this list, without, as I say, being 
able at this stage, to- know exactly the reasons behind it 
— and of course our minutes are practically silent on the 
reasons and only give the results — I would regard these as 
perfectly normal transactions for the Corporation. 

withdrew .) 



Chairman : Now the only one outstanding is the British 
Match Corporation. I do not know if anybody has been 
able to get anything from them. 

The Attorney-General : I have nothing myself about 
that. Your Lordship will remember that we only had 
that one transaction, and the question that arose about 
that was. Wiry sell then? I do not think there is any 
suggestion of earlier sales, and indeed, it was only one 
specific transaction that was enquired into. 

Chairman: Then the only other matter I had to raise 
was that the Governor of the Bank of England did pro- 
mise to let us have the letter that I think he wrote to 
Lord Kindersley asking for information. 

Mr. Cross : That shall certainly be given to the Tribunal. 
I am told it was handed to the Treasury Solicitor the next 
morning. 

The Attorney-General : It has not got as far as me yet, 
but I will see that it gets to your Lordship as soon as 
possible. . t .. 

Chairman: Now, Mr. Russell, you are first on the 
batting order. 

Mr. Russell: If your Lordship pleases. When your 
Lordship had a preliminary sitting — it seems so long ago 
that it was almost in an earlier existence— I did then 
content myself with saying that I was not intending to 
take up any time in establishing 'that Mr. Oliver Poole 
was interested. 1 am almost inclined (but I propose to 
resist the temptation) to say now that I need not take up 
any time in persuading you that he is no longer interested. 
But I can, I think, be reasonably brief. 

You have covered, over the various days, a great deal 
of ground. As somebody said, if not from China to Peru, 
at least from Woking to Hong Kong. I am naturally 
not going to go over that ground, or at any rate not over 
more than a little part of it. With much of it Mr. Oliver 
Poole has no direct concern at all. For example, the 
affair at Woking station, you may well think, was one in 
which Mr. Pumphrey had his leg rather sharply pulled by 
Miss Chataway without in the process noticeably gaining 
in stature. But that is not any direct concern of Mr. 
Poole. . , , .. 

Then there was the Watford station episode, where Mr. 
McIntosh and Mr. Goodman had what you may well 
think was a complete misunderstanding between them, 
one to which Mr. Loftus was a fortuitous and, in his own 
words, considerably embarrassed party. He was so em- 
barrassed that he hurried off to his newspaper to cleanse 
his stuffed bosom of that stuff in the form of a red hot 
story ; but it is not any direct concern of Mr. Oliver 
Poole’s. . . _ , , . 

I am only concerned with one corner of the field, and 
I am only concerned to have one thing established by 



this Tribunal, and I think I can best state that in the form 
of a paragraph whose substance, in my respectful sub- 
mission, might well be contained in your findings, and 
a paragraph which would have the unqualified support of 
Mr. Harold Wilson with one exception to which I will 
return later. 

The paragraph is as follows: In so far as any allega- 
tions or suggestions have or may have been made in any 
quarter either that Mr. Oliver Poole improperly disclosed 
to any person any information about Bank rate, or that 
Mr. Oliver Poole made any improper use of any such 
information, or that Mr. Oliver Poole improperly dis- 
closed to any person information given to him by the 
Chancellor of the Exchequer about other financial or 
economic measures, or that Mr. Oliver Poole made any 
improper use of any such last-mentioned information, then 
there was and is no shadow of justification for any such 
allegation or suggestion. 

My Lord, that -is not a perfection of prose, but it does 
convey to your Lordship the substance of what in our 
submission should be contained in your findings in rela- 
tion to Mr. Oliver Poole. I need not perhaps remind you 
that the frame of that suggested paragraph is not intended 
to suggest that Mr. Oliver Poole had any information 
about Bank rate, because of course plainly he was given 
none. 

I mentioned that Mr. Harold Wilson would, with one 
exception, wholeheartedly support the inclusion of such a 
paragraph in your findings. Let me deal very shortly, 
because it only merits a very short treatment, with his 
one exception. His one exception was a suggestion which 
he made in the witness-box that it was improper for Mr. 
Poole to have passed the document which was given to 
him at the Treasury to Mr. Dear. 

I do not propose in any way to attribute any dignity 
to that suggestion by dealing with it at length. You have 
heard how Mr. Poole got the document and why he 
handed it to Mr. Dear, and of course he was intended to 
do so right from the beginning. The suggestion by Mr. 
Harold Wilson was, in my submission, both ridiculous 
and childish. 

I did refer to allegations or suggestions that have or 
may have been made against Mr. Poole. I am not con- 
cerned to establish before you that allegations and sugges- 
tions actually have been made, though undoubtedly there 
must be a great many people in this country who have 
gained the impression that allegations or suggestions 
against Mt. Poole have been made. I am not concerned 
to canvass before you whether they have been made, 
whether that impression has been gained from questions 
posed in the Press or questions posed elsewhere, or in a 
paragraph in the Sunday Express under the heading of 
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“ Ephraim Hardcastle ” which you may remember, a para- 
graph which Sir Leslie Plummer, who has a certain ex- 
pertise in this matter, recognised immediately as “ loaded ”, 
and which Mr. Derek Marks found appalled him ; and 
there must be a very limited number of people who would 
associate instinctively with Mr. Derek Marks the descrip- 
tion “ hyper-sensitive ”. 

But it is not, therefore, any part of my task to seek out 
actual allegations, and I do not think that Mr. Oliver 
Poole would wish me to do so ; and indeed the economy 
and perhaps the character of such cross-examination as I 
have indulged in may not have escaped your notice in 
that regard. 

Now, my Lord, 1 could, ;if your Lordship wished, 
sketch by way of reminder a brief outline of the events 
in relation to Mr. Poole himself, but I apprehend that 
your Lordship may not wish me to do so — and I observe 
the lateral movement of your Lordship’s head. 

In that case I just want to mention three points out 
of the facts as they relate to Mr. Poole by way of com- 
ment. First of all, Mr. Poole at the relevant period saw 
various people of whom you have heard, and statements 
by only some of them have been read here ; but I think it 
is desirable that I should point out, so that it may be 
known publicly, that a number of other statements by 
the people whom Mr. Oliver Poole saw were taken and 
are available to the Tribunal and have not been referred 
to in public, the makers of those statements have not 
been called, for the simple reason, I apprehend, that the 
statements were simply confirmatory of the fact that Mr. 
Poole had no relevant conversation. 

Chairman : I am grateful to you, Mr. Russell, for men- 
tioning that, because it is as well that people should know 
that we have an immense number of statements, and it 
is only those witnesses whom Mr. Attorney or the 
Tribunal have felt should be called who have been called. 

Mr. Russell : I am obliged, my Lord. I had in mind 
names which have been mentioned — Sir Ambrose Keevil, 
Mr. Holland Martin, Mr. Poole’s secretary, Mr. Sims, and 
so on. 

My second comment, so far as it relates to Mr. Poole, 
is that if you look at it from the City end entirely, then 
the evidence shows no link between any transactions which 
have been under review and Mr. Poole as an individual. 
I hope it will not be thought from that phrase that I am 
trying to disclaim any association with any City trans- 
actions because I do not approve of them ; I am merely 
pointing out the fact that there is no link between any 
of the City transactions under review and Mr. Poole. 

My third comment is that several questions were asked 
and have been asked about the physical form of the 
document which was handed to Mr. Poole and by him 
handed to Mr. Dear. I have heard it said, not of course 
here, and it shows how rumour can get about — I have 
heard it said myself during the course of this hearing 
that the bit that was cut off was a paragraph which set 
out in entirety the facts about the rise in Bank rate ; 
so it is as well that everybody should be clear that it 
did not set that out. 

The other point is this. Many questions were put as to 
whether it was noticed. It is perfectly plain on the evidence 
that Mr. Oliver Poole did not notice it and Mr. Dear did 
not notice it ; and I think it is really equally plain that 
if either of them had noticed it it would not have con- 
veyed anything to their minds at all. 

As Mr. Dear said in his evidence— and I think perhaps 
many of us have had experience of it — if you have these 
duplicated documents emanating from Governmental 
circles, you are very apt to find, because of a proper sense 
of economy, that your last page is shorter than the earlier 
pages. Sometimes it is quite infuriating when the last page 
is only about an inch deep and the rest has been saved 
for book markers, but it is very proper economy. So 
that is why they would not be likely to notice it anyway. 

In this connection I think I might possibly, with defer- 
ence, point out that, here in this Chamber we are all 
inclined to be a bit Bank rate minded, but I do not think 
we can throw our minds back in that way to the events 
on the Wednesday when Mr. Poole and Mr. Dear saw 
this document. But I thought it right to mention it because 
a good many questions were asked about it. 

So in summary, my Lord my submission is contained 
in the suggested paragraph. It is perfectly clear that there 
is nothing in the whole of this matter in relation to Mr. 
Oliver Poole except clear evidence that in every respect 
he has acted with complete propriety. 

Now, my Lord, it would in our submission be quite 
shocking if at the end of all this inquiry and all this 
labour there was any single person in this country, how- 
ever biased and however undnstructed, who was left with 



the impression that Mr. Poole had in some way mis- 
behaved. It would be quite shocking if the old cry of 
“No smoke without fire” persisted in relation to Mr. 
Oliver Poole, whether in conversations in coffee bars or 
public-houses or parties, political or social. It would be 
quite shocking if any such taint remained. It is to your 
findings that Mr. Poole looks to ensure that that will not 
happen, to ensure that the contentions that he put forward 
about himself in the letter that he wrote to the Prime 
Minister on the 13th November when he asked for the 
Inquiry were wholly justified. 

Mr. Neil Lawson : May it please the Tribunal. On 
behalf of Mr. Fraser, Mr. Dear and Mr. Simms, if I may 
make a short submission. 

Chairman : What are you going to try to persuade us 
about, Mr. Lawson, because it may be quite unnecessary? 

Mr. Lawson : I am going to submit that the' evidence 
conclusively shows, firstly, that there was no ground at 
all for any suggestion that any information about the 
.raising of the Bank rate had been disclosed to or by Mr. 
Fraser, Mr. Dear or Mr. Simms. 

The second point I was seeking to persuade the Tribunal 
about is this — and this is a matter of importance, bearing 
in mind the evidence of Mr. Harold Wilson yesterday 
afternoon— on the question of collective responsibility. 

I was going to put my submission in this way, that, as 
he told the Tribunal yesterday afternoon, Mr. Wilson 
based that view on nothing more at that time than the 
Chataway incident. What I w;is going to submit to the 
Tribunal was this, that whatever Miss Chataway may have 
said and whatever her reason for saying anything she 
may have said, the evidence does make it abundantly 
clear that there was no possible means by which Miss 
Chataway in the course of her work at the Conservative 
Central Office could have had any information about the 
proposed raising of the Bank rate before it happened. 
In that connection the Tribunal will bear in mind the 
evidence of Miss Hyslop, with which Miss Chataway 
agreed, that she was engaged during her first week’s work 
as a learner upon jobs which were in a sense routine work 
under the direct supervision and control of Miss Hyslop: 
and, of equal import, that the office in which she worked, 
the Press Office of the Conservative Central Office, was 
an office which was quite remote from a geographical point 
of view from the office at which Mr. Dear and Mr. Fraser 
work. 

If I might add one more thing in relation to Mr. Dear, 

I would submit that the evidence does make it clear, firstly, 
that Mr. Dear, having received the document from Mr. 
Poole’s hands, kept it in his own custody and did not 
show it to anybody or talk about it with anybody until 
after the Bank rate rise had been announced ; and, 
secondly, that Mr. Dear did not come to the conclusion, 
even though he slept on and studied the document, that 
it was leading up to a proposed rise in the Bank rate. 
It may very well be that the Tribunal may feel that the 
reaction of those who were present at the meeting with 
the Chancellor on the Wednesday afternoon, that what 
the Chancellor was talking about comprised nothing new 
and was, as was put by one of the witnesses, Hamlet with- 
out the Prince of Denmark, was a view which Mr. Dear 
accepted until he actually heard the news. 

Iu conclusion, I do invite the Tribunal to make it clear 
that so far as my specific clients are concerned there is 
no ground for the allegations against them, and secondly 
•to make it clear that there is no ground in fact for there 
being any truth in a suggestion that Miss Chataway had 
heard something or could have heard something at her 
place of work. 

The Attorney-General: We have the letter here now, 
my Lord ; perhaps I should read it out so that it will go 
on the record. It is marked “Secret”, it is headed: 
“ Bank of England, September 27th, 1957 ”, and it reads 
as follows: 

“ My dear Hugh, In all the circumstances 1 think it 
would be in the 'interests of the Royal Exchange if 
you could let me have for my secret records a note 
(signed if convenient by all the directors present at 
your committee and by your investment manager) con- 
firming what you were good enough to tell me about 
dealings in gilt-edged on Wednesday. 

“The points which I suggest the note should cover 
are — (a) The reasons given by the investment manager 
for his recommendations, (b) The fact that, as you 
confirmed to me yesterday, the investment manager had 
no knowledge or suspicions at Che time of impending 
action by Government or Bank, (c) That there was 
no reference to any such matters in discussion at the 
Committee — you yourself of course were bound to act 
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exactly as you would have done if you had had no 

knowledge of impending events, (d) The amount of 

stock actually sold. Yours ever,” and then the initials 

“ C.F.C.” 

Chairman: Mr. Vick, much as we like to hear you, 1 
really do not think you can help us on this matter. 

Mr. Richard Vick : I am quite content that the evidence 
should speak for itself, my Lord. Your Lordship has 
heard Mr. Wilson’s evidence and Mr. Pumphrey’s and 
Miss Ghataway’s. 

Chairman: Yes, thank you. Mir. Roskilil? 

Mr. Eustace Roskill: May it please your Lordship. 
As the Inquiry has developed, the Tribunal may have 
wondered whiy my clients applied for leave to be repre- 
sented or, having obtained that leave from the Tribunal 
on the occasion of the first hearing, why I and my learned 
Junior have until yesterday afternoon maintained a con- 
tinuous and consecutive silence, and possibly even why, 
having maintained that silence so long, I should now desire 
to address the Tribunal for a very few moments. 

The reason for it is this. >My clients applied originally 
for leave to be heard because they are, and are proud 
to be, large Corporations closely associated with, amongst 
others, Mr. Oliver Poole, and it was apparent, in my 
submission, from the lines upon which the attacks upon 
Mr. Poole began to develop that they were hardly veiled 
attacks upon my clients. 

The fact that the Inquiry in the course that it has taken 
has led the Tribunal to explore fields other than those with 
which my clients have been in any way concerned may 
perhaps cause some people who read the attacks upon 
my clients in the first instance to forget how it was that 
these attacks were made. 

Youn Lordship has heard from my learned friend 
Mr. Russell about the famous or infamous paragraph in 
tiie Sunday Express written by or at the instigation of Mr. 
Ephraim Hardcastle, and how two people, both well 
qualified, though perhaps happily differently qualified, to 
form a view upon this thing, regarded it. Sir Leslie 
Plummer regarded it as loaded. Mr. Oliver Poole re- 
garded it as deliberately intended to smear him and as 
many of the Companies with which he was associated as 
possible. It was for that reason that my clients, anticipat- 
ing an attack of that nature, sought to come before the 
Tribunal. 

My Lord, they came, and, as we have sat here day after 
day, we have heard how that attack was instigated and 
we have waited to see whether anything could be made 
of it, and nothing has been able to be made of it what- 
ever ; and that is the reason why we have sat here happily 
silently. . . . 

Few people can perhaps share the somewhat optimistic 
view expressed by “ Mr. Ephraim Hardcastle ” in answer 
to a question by Mr. Geoffrey Veale that that paragraph 
was a reasonably friendly and proper thing to put in a 
newspaper. 

My learned friend the Attorney-General was good 
enough some days ago to say that he saw no reason to 
question anything which had been said in our statements, 
either by Mr. Poole or by the witness from my clients, 
Mr. Alderton. For that statement we are very grateful, 
but it is not, with deference, enough, because it is no 
part of the duty of my learned friend to clear my clients 
or anybody else. What we seek is complete vindication 
from the Tribunal. 

Chairman: You have shown that the annual sales of 
gilt-edged at the relevant time were something like 
£2,700,000, and if Mr. Poole knew all about this and was 
being as shrewd as is made out, he served your clients 
very badly. 

Mr. Roskill: Your Lordship may think, and I do hope 
your Lordship will think— perhaps this is a point which 
does not need making, though it has not been made so 
far — that with people of the calibre of some of those 
who have appeared before the Tribunal, if in fact there 
had been an accidental and unauthorised disclosure, the 
pattern which would have been found would have been 
a pattern of complete absence from the Stock Markets, 
because that is what is to be expected of people of the 
calibre and integrity of some of those who appeared 
before the Tribunal. 

I would only add this. I would, following the line of 
thought of my learned friend Mr. Russell, invite your 
Lordships to put into your Report of the Tribunal some 
such paragraph as this ; and it was with that in mind that 
I ventured to ask Mr. Wilson a few questions yesterday. 

I am going to invite you to put into your Report that 
in relation to Cowdray Trust, Whitehall Securities and 



all my other clients there was no improper disclosure to 
them or to any of their officers or servants of any inform- 
ation about the forthcoming increase in Bank rate, that 
there was no improper acquisition by them of that inform- 
ation, that they were totally innocent of any impropriety 
of any kind whatsoever, and that if and to the extent that 
anyone has thought or suggested other than this, such 
allegations or hints or smears were wholly devoid of any 
truth and without any foundation whatever. 

My Lord, to some of the attacks my clients have not 
yet been able to make an effective reply, and it is the 
Tribunal .to whom they look, and in my respectful sub- 
mission are entitled to look, for the vindication and clear- 
ance from these allegations to which they are so abund- 
antly entitled. 

(. Adjourned for a short time.) 

Chairman : Yes, Mr. Roche. 

Mr. Roche : My Lord, I do not propose to take up time 
on addressing you as to whether Mr. Bareau did make 
any disclosure of the Bank rate, because, of course, it is 
quite apparent that neither he nor any other journalist 
had any information, and what a man does not know 
he cannot disclose. 

I would like to take three minutes, if I may, on the 
other part of your terms of reference, namely as to whether 
there was any justification for making any allegation 
against Mr. Bareau. It is crystal clear how the suspicion 
against him arose. A certain Mr. Williams, who was 
connected with one of the newspapers who, like Cinderella, 
was not invited to the party, reported to Sir Leslie Plummer 
that an envelope had been sent by my client to his editor 
containing most secret information, and asking the editor 
not to open it until 12 noon. Of course, there is no 
shadow of .truth in that allegation whatever. What is 
truly alarming is the effect which that communication had 
on the mind of Sir Leslie Plummer. I asked him whether 
it was not within his experience that when journalists 
were entrusted in the national interest with some secret 
in confidence to be kept until some stated time, it was 
not his experience that that confidence would be respected. 
He was unwilling to answer me Yes or No. It is only 
too clear that he had as a Director perhaps had some 
unfortunate experience, because he said: “They may try, 
but human nature is frail.” 

What I am concerned with is to ask you to make a 
finding that on this occasion neither my client nor any 
other of the gentlemen of the Press who were seen in 
confidence abused that confidence. The Chancellor has 
made the position crystal clear. At that time the currency 
and the fortunes of this country were in peril. Certain 
unpleasant but necessary action had to be taken. The 
success of that action, he has told us, depended upon the 
world at large being satisfied that the people of this 
country would support him in those measures. There 
are some occasions, as in 1940, when the peril is clear 
and the responsibility is obvious. This is not that occa- 
sion. It was a complicated matter in which the evidence 
shows that not even the City of London were entirely 
clear as to the position. He therefore enlisted, and thought 
it right to enlist, a cross-section of the Press, and he gave 
them in confidence certain information which, although 
it did not extend to the Bank rate, extended to other 
matters. I ask you to include in your findings a finding 
that neither Mr. Bareau nor the other gentlemen of the 
Press disclosed any confidential information which was 
entrusted to them. 

Chairman: There is evidence that fairly early in the 
afternoon of the 18th the City were talking about an 
announcement that the Chancellor was likely to make ; 
there was a feeling that there was going to be an announce- 
ment. So far as your client is concerned, you can say 
that he could not be responsible for that, because he did 
not see the Chancellor until 5 o’clock that evening. 

Mr. Roche : No, my Lord. I do say that. As to the 
other gentlemen of the Press, I have not the Times in 
mind, but it is true that other persons, not the Press, 
bankers and others, had been consulted on this topic 
earlier. 

Mr. Faulks: I shall only take two minutes. I am 
conscious of my position in the second row of the chorus, 
and I shall not abuse it by taking up time. The allegation 
against Mr. McLachlan and Mr. WhitaioTe stemmed from 
the fact that Mr. Whitmore was the first (if one excepts 
Mrs. Campbell) exclusively to forecast the rise in die 
Bank rate, and that, as Mr. Milner Holland said yester- 
day, is not yet a crime. From that there followed 
insinuations in various newspapers, all of which have 
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been retracted, with the exception of the Daily Express, 
whom I did not consider it necessary to cross-examine, 
and it was only the sense of public duty of Sir Leslie 
Plummer coming back from his holiday and reading some 
newspapers, getting some incorrect information about’ Mr. 
Bateau, which prompted the unfortunate position where 
Mr. MdLadhlan and Mr. Whitmore have had to be repre- 
sented before this Tribunal. The allegation, embellished 
as it was with a false statement by the Financial Times, 
was that the Chancellor had improperly told Mr. 
MoLadblan something that had been passed on to Mr. 
Whitmore, and which Mr. Whitmore had than publicised. 
That is stillborn if one assumes your Lordship accepts 
that the Chancellor had not told Mr. McLachlan any- 
thing, and that there is nothing that Mr. McLachlan 
voluntarily revealed in the luncheon with Mr. Stevens 
of the Bank of England. 

In those circumstances, I merely ask your Lordships, 
as Mr. Roche did, to say that these are men of honour 
and persons who behave with the propriety that one 
would expect of servants of a great national journal of 
this kind. 

Mr. Megaw: May it please the Tribunal, on Wednes- 
day, 4th December, the Attorney-General opened that 
part of this Inquiry which relates to my clients, Mr. 
William Keswick and Messrs. Matheson & Co. Having 
given an outline of the facts and the documents, the 
Attorney-General stated the matter for investigation in 
this way (Day 3, page 8B): “It is in these circumstances 
that, in my submission, it is necessary to submit these 
transactions to a close examination wuith the view to deter- 
mining whether there was, by Mr. Keswick, any improper 
use of information gained by him in his capacity as 
Director of the Bank of England.” That matter has now 
been most closely and most meticulously investigated. 
That is entirely as Mr. Keswiok would have wished. 
Once it has been suggested that that possibility exists, 
then he would wish nothing other than that it should 
be investigated to the utmost. That has been done, and 
in my submission to the Tribunal that investigation has 
shown that the charge or the suggestion of any impropriety 
on behalf of Mr. William Keswiok is without foundation. 

May I slate to the Tribunal what I understand to be 
the issues which fell to be investigated in connection with 
that matter? They were three. Firstly, did Mr. Keswick, 
knowingly, deliberately and intentionally give to Mr. 
Barton in Hongkong information or a hint that the Bank 
rate was going to be raised on Thursday, 19th September 
or in the near future? Secondly, did Mr. Keswick unin- 
tentionally, but inadvertently, use words which he could 
reasonably have expected to be construed as meaning that 
the Bank rate was likely to be raised? Thirdly (if either 
the first or the second question is answered in the affirma- 
tive), did Mr. Barton in fact make use of such information 
or such hint in giving instructions ito sell gilt-edged 
securities in London? Let me say at once that I do not 
propose to trouble the Tribunal ait all with the third issue. 
I oare nothing about that. If it has to be answered, in my 
submission the answer would be No. What I am con- 
cerned with are the first and second questions. 

Let me come first and directly to the first question : did 
Mr. Keswick deliberately disclose information or give a 
hint to Mr. Barton in Hongkong? Here let me say at 
once that I do not propose, unless the Tribunal wishes 
it, to go into the detail of the evidence on this matter, 
or any part of it. If the Tribunal should wish that any 
part of that matter or any aspect of the evidence should 
be examined, I am prepared to and should be glad to do 
it for the assistance of the Tribunal, but in my submission 
it would really be unnecessary and a waste of time. I say 
that for this reason, that the question here simply is: is 
Mr. William Keswick a witness of truth? If he is, that 
is an end of the matter, and many questions and many 
podots which have been debated and about which evidence 
•has been given in the course of this Inquiry, cease to have 
any relevance whatsoever. If he is a wutness of truth, 
it is unnecessary to go into anything outside his own 
evidence in the matter, as to what took place, as to what 
he did and as to what he thought. . In my submission, 
then, the question is : is Mr. William Keswick a witness 
of truth? 

The Tribunal will remember that on Friday, 6th Decem- 
ber, two days after this part of the case had been opened, 
Mr. William Keswick gave his evidence. He was cross- 
examined for 2\ hours, a cross-examination which was as 
detailed, as meticulous and as searching as anyone could 
have desired or wished. Let it be understood that I make 
no complaint of that, and Mr. Keswiok makes no com- 



plaint of that. Once this suggestion had been made as a 
matter for enquiry, that is what he would have wished. 

I say without fear of contradiction that at the end of 
that cross-examination, in which the Attorney-General so 
properly deployed all the heavy weight of his armament, 
no one sitting in this hall who had listened to that cross- 
examination could have been left in the slightest shadow 
of doubt but that Mr. Keswick was a witness of complete 
candour and complete truth. That was not because of 
any skill or subtlety on the part of Mr. Keswick in 
dealing With the cross-examination. It was because he 
was so patently a witness who made no equivocation, no 
evasion, but dealt with the questions as a man with a clear 
conscience, and in my submission there is no doubt what- 
ever that Mr. Keswick is a witness who told the truth, the 
whole truth and nothing but the truth, and I confidently 
•invite the Tribunal so to hold. 

If that be right, it follows that there can only be one 
answer to the first question which I have put as being 
the first issue an -this matter. Mr. Keswick has told the 
Tribunal that neither in the letter nor in the telegram 
which he sent to Hongkong did he intend to say or to 
hint, nor did he conceive that he was saying or hurting 
that the Bank rate was going to be raised or was likely 
to be raised. Indeed, he himself did not anticipate, did 
not expect at the time he drafted the telegram and wrote 
-the letter, that the Bank rate was likely to be raised. 
That being so, that is an end of the first issue. 

But there were a number of matters which arose m 
connection with that part of the enquiry which perhaps 
I should try to deal with quite shortly. First, I would stress 
this because at times it seems rather to have been over- 
looked. The initiative in this matter came throughout from 
Hongkong from Mr. Barton, 10,000 miles away. It was 
Mr Barton who was anxious to sell gilt-edged securities. 
It was Mr. Barton who made the decision and who gave 
the instructions. The initiative and the instructions came 
from Hongkong. Mr. Keswick’s part was solely to do what 
he was asked to do by Mr. Barton in Hongkong, to advise 

as to the best course to be followed. 

It was, in my submission, quite dearly Mr. William 
Keswick’s duly to advise, 'having been asked to do so. If 
he could properly do so, good and well. If he could not 
properly do so, then and then only the conflict of duty 
would have arisen. The conflict of duty did not arise 
because of the way, and in my submission the eminently 
proper and careful way, in which Mr. Keswick dealt 
with that matter. No conflict of duty arose because Mr. 
Keswick was able, on the morning of Monday, 16tn 
September, to give advice, to commit himself, to advise, 
-before he went to see the Deputy Governor at luncheon 
on that day. He realised that that meeting with the Deputy 
Governor which was going to take place because he 
intended to go to the bank at lunchtime might well put 
himself in a position in which the conflict of duty might 
arise. Therefore, quite deliberately, quite fairly, rightly and 
properly, he committed himself to his advice before he 
saw the Deputy Governor. All that he had had up to that 
time was the confidential letter written by the Deputy 
Governor on the 3rd September, thirteen days before The 
contents of that letter will be familiar to your Lordship 
and I need not trouble to refer to the passages in evidence 
in which the contents of the letter are set out. 

So far as Mr. William Keswick’s duty, his state of 
mind relating to that letter and its effect on what he 
did on the 16th September are concerned, I may perhaps 
be allowed to read to your Lordship the passage from 
Mr. Keswick’s own evidence in which he dealt with the 
matter. It is in Day 5 beginning at page 45C, where he 
was being cross-examined by the Attorney-General : (Q.) 

Did that difficult question enter your mind that morning, 
as to whether you should tell him or not? (A.) Most 
certainly. (Q.) And you carefully considered it? (A.) 
Certainly. (Q.) And of course you had taken your decision 
with knowledge of what he had written to you on the 3rd 
September. (A.) Yes. (Q.) That made it more difficult still, 
did it not? (A.) I do not think so. Can I tell you my 
attitude to that? (Q.) Certainly. (A.) When I wrote that 
letter, I had to ask myself two questions: one, what was 
the objective of the Deputy Governor writing to me a 
manuscript letter which you know about. It certainly was 
not to ask advice or consultation, because he said: 

‘ Destroy it. I do not want an answer.’ It is inconceivable 
to me that he was giving me a tip, because he wrote the 
same letter, I believe, or similar letters to other directors, 
and a copy was kept in spite of being askedi to destroy it. 
I cannot believe that he wished — and I can only put it 
in this way — to put me in baulk, so that I could have 
no freedom of action whatsoever, so I took it at its face 
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value in the simplest way that it was a courtesy letter 
to a fellow director, telling me about the situation, that 
remedies were being considered, that the Governor was 
away, and there was no need for (me to return. That is 
what I thought the objective of that letter to me was. 
That is the first consideration I had to make, and that is 
what I did. The second is: should I, or should I not, be 
influenced by that letter? My decision, right or wrong, 
was this, that he wrote to me on the 3rd and I went to 
London on the 16th — badgered by requests and talks with 
my brother about whether we should sell, or whether we 
should not sell — and at that time I decided, rightly or 
wrongly, that 1 had not had any more communications 
from the Deputy Governor that the news was stale, written 
on the 3rd (I took my decision on the 16th) it was 
unconfirmed and tentative. I also could not at that time, 
go to the Deputy Governor and say: ‘What is the posi- 
tion, because I want to advise my colleague whether to 
sell or not to sell. It would have put him, I believe, in 
a most impossible situation. Nor could I, at that time, 
have written to Barton and said: ‘I cannot advise you.’ 
So I took the action that you all know about, and those 
are the reasons for my taking them. If I had to do it again, 
1 would not act differently in any way.” May I conclude 
that with the answer Mr. Keswick gave to your lordship 
at the very end of his evidence (page 67C) where your 
lordship asked : “ Q.) Now we come away from the 
hypothetical case to your case. Supposing you had not 
been a director of the Bank of England at all, and you 
had had no communication from the Deputy Governor 
on the 4th September and no luncheon at the Bank of 
England on the 16th, would your advice to Hongkong 
have been different? (A.) No.” 

Then the next question that arises is: should Mr. 
William Keswick have consulted the Governor or the 
Deputy Governor before he drafted the telegram or wrote 
the letter on Monday, 16th. The answer again, in my 
submission, is emphatically: No, he should not. I refer 
to the passage I have just read to the Tribunal at page 46. 
Mr. Keswick’s duty was to advise Hongkong, and once 
he was clear in his own mind (as he was, for the reasons 
he has given) that he could give honest advice without 
drawing on any sort of confidential information, then 
that decision of his could not be affected or altered in any 
way by anything the Governor or Deputy Governor might 
say to him as to what was his duty in those circumstances. 
It was, and had to be, his own decision as to what his 
duty was, and as to whether there was here a conflict 
which would put him in a position that could not be 
resolved by consultation. Indeed, as Mr. Keswick himself 
has said, it could only have been a cause of embarrassment 
to the Governor or Deputy Governor if he had gone to 
them and said : “ May I, in the circumstances, send this 
letter and send this telegram”, because at that stage, as 
we now know, they were in a position where they knew 
it was highly probable that the Bank rate was going to 
be raised by two points two days later. 

Then perhaps another question arises which the 
Tribunal may wish to consider: should Mr. William 
Keswick have stopped the telegram and cancelled the 
letter after his talk with the Deputy Governor on the 16th 
September? Again to that question, in my submission, 
there could be one answer only, and that is an unequivocal 
No. He had already committed himself to a view. He was 
bound to give Mr. Barton the advice. It would have been 
morally, ethically, completely wrong, to have altered one 
line or one word of that telegram or that letter after he 
had interviewed the Deputy Governor. It would have been 
equally morally and ethically wrong to have withheld that 
letter or that telegram because of anything which he had 
been told by the Deputy Governor. Indeed, so to do would 
have been to do that very thing which it has been sug- 
gested (wrongly, in my submission) that Mr. Keswick did 
in this case, that is, to make use of confidential informa- 
tion in order to alter the course of action he would other- 
wise have taken. It would make that no better, no less 
wrong in morals and in ethics because he altered it in 
one way rather than in another. Therefore, in my sub- 
mission, there can be no shadow of doubt but that Mr. 
William Keswick was completely right not to withhold 
the telegram, not to alter the letter he had already sent 
for despatch or to cancel it. 

Perhaps I may refer briefly to his own evidence as to 
his view on that matter, as he was asked about it at length. 
It is Day 5 page 47C and D, where he said: “(A.) I 
could have stopped the telegram at any time, but, sir, let 
me put this point: in so doing I would have been going 
on some information which I had no right to do or to 
alter. (Q.) You could after your lunch have sent a tele- 



gram to Mr. Barton, something on these lines : ‘ On second 
thoughts ignore the advice contained in my letter which 
I have sent to you dated 16th’? (A.) I could have done, 
but I think it would have been dishonest to Barton and 
dishonest to use some information which you have been 
given secretly, to take that action.” Again, at page 51 A 
of the same day he was asked: “(Q.) Of course, what 
happened at the lunch with the Deputy Governor con- 
firmed you in the view you were already forming? (A.) 
He did confirm the view which I had formed — he did 
not confirm the view, what he told me confirmed my view. 
(Q.) I am obliged to you ; that is a more correct way of 
putting it. And consequently that confirmed that the 
advice that you had given was correot and that the tele- 
gram was correct, is that not right? (A.) In my own 
mind, yes, but you are not suggesting that I should have 
acted in any other way having seen the Deputy Governor? 
(Q.) It is not for me to make suggestions.” 

May I say one other thing on that matter to the Tri- 
bunal? Mr. Keswick has been asked and the Governor 
of the Bank of England, Mr. Cobbold, was asked quite 
a number of questions relating to hypothetical circum- 
stances. The Tribunal will understand that I make no 
complaint whatever of that. The answers to those hypo- 
thetical questions may be of considerable importance to 
an issue which the Tribunal may desire to consider. But 
I do earnestly ask the Tribunal, and I am sure that they 
will, to bear well in mind that hypothetical questions must 
be treated as being hypothetical questions, and that one 
must always keep clearly and distinctly in mind that those 
hypothetical questions do not relate to the facts as they 
were facing Mr. Keswick. 

May I give one example of that? In Mr. Cobbold’s 
cross-examination (Day 9, page 53) he was asked a con- 
siderable number of questions as to what he would have 
done and what he would have advised Mr. Keswick if 
Mr. Keswick had come and asked him. Those questions 
were all on the basis that Mr. Keswick was asking the 
Governor whether he should or should not send the letter 
or the telegram at a time when the Governor knew that 
the Bank rate was likely to be raised. That, of course, 
is hypothetical, because that was the very thing Mr. 
William Keswick deliberately and advisedly did not do. 
He did not go to seek that advice because he thought that 
it might make a conflict and cause embarrassment. In 
my submission, the fact that two different answers might 
have been given, one “ Forget the letter ”, and the other 
“ Can you send a letter putting out of your mind every- 
thing you have heard? ”, shows how wise Mr. Keswick 
was in his decision not to go and seek that advice at that 
time. I do earnestly ask the Tribunal in considering those 
hypothetical questions of importance, to bear in mind 
that they are hypothetical, and that the propriety of Mr, 
William Keswick’s action, which in my submission is 
beyond question, falls to be viewed in the light of things as 
they were, in the light of facts as they were, and not in the 
light of what might have been the case if different circum- 
stances had existed. 

There is another topic, on which it may be that I should 
not take up the Tribunal’s time, but at one stage of the 
investigation the investigation did seem to be directed 
towards enquiring whether there was some undue haste 
on the evening of Wednesday, 18th September, as to the 
sale of securities effected by Messrs. Mathesons on instruc- 
tions from Hong Kong. 

Chairman: I do not think you need bother about that, 
but there is a point I should like you to deal with, and 
that centres round the telegram. You see, on the 16th 
September, Mr. Keswick has explained the difficulty he 
was in and how he, in fact, wrote this letter and the draft 
of the telegram out that morning, and deliberately wrote 
it out, before going to luncheon at the Bank of England. 

Mr. Megaw: Yes. 

In fact, the letter went off and the telegram did not. 
I suppose there could be a sinister aspect to that : “ Keep 
the telegram back till I have lunched at the Bank of 
England. I can then alter it.” What could be said, is 
that the brothers had agreed — I know that Mr. John 
Keswick would not have it — but Mr. William Keswick who 
I think we probably accept on this said “ Of course we 
decided in Scotland” and there really was nothing more 
for the brother to do, and yet the telegram was not sent 
off when the letter was sent, but was kept. This is putting 
it against you. It was kept back till the last possible 
moment for it to get to Hong Kong and instructions to 
come back. 

Mr. Megaw: In my submission, any such suggestion 
really is without foundation when one accepts, as in my 
submission one must accept, two things: first that Mr. 
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William Keswick believed that his brother was going to be 
in the office some time on Monday 16th ; and second, that 
it is the practice of these brothers each to allow the other 
to see, to have a chance to comment upon any important 
documents in relation to matters with which they are 
both concerned. 

Can I give your Lordship the reference to the passages 
in which Mr. William Keswick said that that was their 
practice? If, of course, Mr. William Keswick had thought 
that his brother was not coming back on the Monday, 
was not coming back till the Wednesday or later in the 
week then, indeed, it would be hard to understand why 
the telegram should have been held. But believing, as 
he did, that his brother was coming in at any time on that 
day and that, therefore, the telegram would, unless by 
chance his brother had some afterthought about it, go, 
it is in my submission the most natural thing in the world, 
and was perfectly right and very proper for Mr. William 
Keswick to leave that telegram on his brother’s desk in 
full expectation .that it would go on that day. 

Your Lordship will remember that that telegram did 
add one or two things which had not and, indeed, could 
not have been discussed by the brothers in their brief 
conversation in Scotland on the previous Friday. It 
included the prices at which the sales were recommended ; 
it included also, if I remember rightly, a recommendation 
about the Indo-China Steam Navigation Company which 
may or may not have been discussed in the course of the 
week-end conversation. But in my submission, the evi- 
dence of Mr. William Keswick on this really is beyond 
question and must be accepted, that his reason for leaving 
that telegram, when he went to see the Deputy Governor 
on that day, was that he was expecting his brother to 
return and expecting it to be sent. 

Chairman : Of course, you can use it the other way .in 
your favour Mr. Megaw also, I suppose. You could say 
that having been to lunch and this being a matter of 
such importance to Hong Kong, why should he not give 
up the dentist and the hairdresser and send the telegram 
off at once, or even send it off first thing the next morning. 
It did not, in fact, go till 12.40 p.m. 

Mr. Megaw : In my submission, any suggestion that 
there was a rush to deal with the matter because, at the 
time it was drafted, Mr. William Keswick felt that there 
was an urgency to have the dealings done before the 
Thursday, cannot really stand. If one is seeking to deal 
with suspicions on this matter, one is entitled, is one not, 
to ask this: why write and send the letter which was 
undoubtedly written and sent off, or dispatched before the 
lunch with the Deputy Governor, if there was a sinister 
motive the whole time that the telegram should be stopped 
and suppressed? Why send a letter to say long before, the 
same thing as is said in the telegram, if one really has 
it in mind that the telegram may be held up if, on advice, 
different information is received? 

Chairman: Ultimately it comes down to this: is Mr. 
Keswick an honest man? 

Mr. Megaw : Ultimately it comes to that. In my sub- 
missio it comes to that first, last and all the time: is 
Mr. Keswick an honest man? In my submission the 
Tribunal have had a chance of seeing him put through, as 
I venture .to submit, the sternest cross-examination. 

Chairman: Speaking for myself, there is one other 
matter — this is all on the testing of the credibility of 
Mr. Keswick — and it is a matter which has concerned me 
somewhat. It is the conversation with the Deputy 
Governor on the evening of the 18tih. You remember the 
point. I think Mr. Keswick agrees that he did not men- 
tion the right figure by any means. It was £1,200,000 odd, 
and Mr. Mynors said originally that what he had been 
told was “ something over a quarter of a million ”. You 
will remember that in giving his evidence he said, look- 
ing back, that he thought that was the unsold portion. 
But for my part having regard to the fact that Mr. Keswick 
did not know what had been sold and what had not, thal 
could not have been the reference to the quarter of a 
million. 

Mr. Megaw: No, my Lord, it was not. Mr. Keswick 
certainly never suggested to the Tribunal .that it was. 
Your Lordship will remember that I had the chance to 
put a question to Mr. Mynors on that, and I put to him 
Mr. Keswick’s own recollection of what had been said. 
It was quite unrelated to any question of how much 
happened to have been sold or unsold at that moment. 

Would your Lordship be good enough, for a moment, 
to look at the telegram of instructions from Hong Kong 
which is annexure “ N ” to the statement of Mr. William 
Keswick. You will remember that I put this to Mr. 
Mynors. That telegram sets out the figures of the stocks 
and securities to be sold under five headings (a) to (e). 



(a) is-Jardine Matheson & Co. and does not give the figure, 
but for ( b ) to (e) the figures are set out. Mr. William 
Keswick’s recollection on that was that he had roughly, 
and no doubt very roughly, totted up the figures that 
appear there, and it had slipped from his mind, when he 
was suddenly confronted with this information in his 
interview with the Deputy Governor, that that was, in fact, 
not the whole of the amount. But the figures which are 
given in that statement do amount to just over £485,000. 
That was what was in his mind, and he was not, of course, 
in the least concerned with the question of the amount, 
whether it was £100,000 or £1,000,000. What he was 
concerned with was the principle of the matter, and that 
being the figure he had in his mind he said “ about half 
a million”. Mr. Mynors, I think, said that he was not 
sure, whether he thought it was over a quarter of a million 
or £300,000 or £400,000, that was the figure that was 
mentioned. But in my submission it is quite plain that 
the Tribunal would not be entitled to draw any inference 
that Mr. Keswick is not an honest man because he made 
a mistake in a figure when he was doing something which 
was actually declaring the very transaction which had 
taken place. 

Unless there are any other points on that aspect of the 
case on which the Tribunal desire assistance from me I 
come to the second issue, whether Mr. Keswick uninten- 
tionally or inadvertently used words which could have 
been reasonably expected to be interpreted as being a hint 
to his people in Hong Kong. In my submission, there 
again the answer is no. Here one is dealing primarily with 
the telegram, which is annexure J, because we know the 
letter did not reach Hong Kong and could not have been 
expected to reach Hong Kong until after the instructions 
for sale had been given. 

Did that telegram, then, convey intentionally, or could 
it have been expected by Mr. Keswick to convey the idea 
that Bank rate was likely to be raised and raised in the 
near future. On that there is no doubt that Mr. Barton 
interpreted the telegram as meaning higher interest rates. 
That is in his statutory declaration, paragraph 14. Nobody 
has ever suggested for a moment in this Inquiry that that 
is not the way Mr. Barton interpreted it. 

Was that interpretation by Mr. Barton one which Mr. 
Keswick should reasonably have expected? It seems to 
have been suggested, though not, I think, put in cross- 
examination to Mr. William Keswick, that “ higher interest 
rates ” means a rise in the Bank rate, and, I suppose, a 
rise in the Bank rate in the near future. 

In my submission, that is a fallacy, and one sees the 
fallacy of it if one turns to Mr. Cobbold’s evidence at 
Day 9, page 36, A, where I was asking Mr. Cobbold: 

“ And is an interpretation of it as meaning higher interest 
rates, in your view, an interpretation that would lead to 
the view that the Bank rate was going to be raised within 
the next week? (A.) Not at all. I should regard it as an 
entirely distinct and different thing from the rise in the 
Bank rate which is a deliberate decision to lead to an 
immediate rise in interest rates.” 

It may only be a small matter, but the Tribunal may 
think it was significant confirmation that Mr. Barton him- 
self interpreting this as “ higher interest rates ” did not 
interpret it as meaning a rise in Bank rate when one sees 
what his comment was in Hong Kong. I will refer to that 
later if I may. 

The meeting of the Indo-China Steam Navigation Co., 
which was the last of the companies there to reach the 
decision to sell, took place at noon, Hong Kong time, on 
Wednesday, 18th September. That appears from the 
minute which is Document M. The telegram had been 
received by Mr. Barton at 9.30 that morning, Hong Kong 
time again. That appears in the statutory declaration. 
The Tribunal may perhaps reasonably assume that that 
meeting of the Indo-China Steam Navigation Co.’s Board, 
which was held at noon, was finished within an hour or 
so, finished, shall we say, at 1 o’clock. The telegram giving 
the instructions to sell was not despatched until 5.43 p.m. 
Hong Kong time, hours, one may assume, after the 
last decision had been taken by that Board. Is that — 
I put the question rhetorically — consistent with the sugges- 
tion that Mr. Barton had treated this telegrarn which he 
had just received as being something saying “the Bank 
rate is going up on Thursday ”? Because if he did how 
could he possibly have allowed 4\ hours to elapse on that 
Wednesday, knowing as he must have done, that if that 
telegram was delayed in any way in transmission or any 
query back had been made on it it might well not have 
arrived in London until after Messrs. Matheson’s office 
had closed? If Mr. Barton was treating that telegram as 
meaning that the Bank rate was going up on Thursday, if 
he intended as a result of that to make sure the sales took 
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place before Thursday, is it conceivable feat he should 
allow a telegram like this to lie undrafted, unsent, for 4-J 
hours? It was the simplest telegram to draft, because it 
was a mere repetition of the other telegram. In my 
submission that really confirms beyond a peradventure of 
doubt feat Mr. Barton did not read fee telegram as an 
indication feat the Bank rate was going to rise. 

Then was Mr. Barton justified in reading the telegram 
even as being “ higher interest rates ”, whatever that may 
mean? Mr. Keswick had no intention that it should 
mean feat. Mr. Cobbold did not think to himself it meant 
that. May I refer to page 35 of the Shorthand Note, Day 
9, foot of the page, where he answered my question : “ I 
cannot say exactly what might have been in Mr. Barton’s 
mind. If I had received that telegram I should have inter- 
preted ‘ tighter money ’ to mean a reinforcement of the 
credit squeeze, dealing with bank advances, dealing with 
Capital Issues Committee, hire-purchase and so on. I 
should not myself have related it to Bank rate, (g.) Would 
you have treated it as relating to higher interest rates? 
(A.) Tighter money meaning restriction of availability of 
credit may lead to higher interest rates for a longish period. 
It is not necessary, but it is certainly possible that it may 
do so.” 

The Tribunal may like one or two references to the 
places in which witnesses in the course of their evidence 
have referred to tight money or tighter money, or phrases 
of a similar sort in relation not to Mr. Keswick’s letter 
or Mr. Keswick’s telegram at all, but in relation to other 
matters. It is a little significant to see that they used 
those phrases when they were not thinking of this parti- 
cular matter at all, but just exactly in the way in which Mr. 
Keswick had said he meant when he was writing to Mr. 
Barton. There is Mr. Robarts’s evidence. Day 9, page 70a, 
where he talks about tight money — nothing whatever to do 
with interest rates ; and the Governor of the Bank of 
England, Mr. Cobbold, Day 9, page 20a, where he was 
setting out the second memorandum which he sent, and in 
feat second memorandum referring to a tighter credit 
squeeze in actual and direct antithesis to the raising of 
the Bank rate. 

Why did Mr. Barton read this as meaning higher interest 
rates? For one obvious reason: because it was already 
in his mind before he got feat telegram. His view of the 
economic situation was that there were going to be higher 
interest rates. That appears from his statutory declaration, 
paragraph 13 where he is dealing with his own state of 
mind unrelated to fee telegram, where he says at the 
bottom of the page: “In view of the general financial 
situation and the measures likely to be taken to deal with 
it, I expected interest rates to rise. The Board therefore 
decided, on my advice, that the proceeds of the sale of 
the Indo-China Company’s holdings of gilt-edged should 
not be used to discharge the existing overdraft but should 
(if this could be arranged with the Bank in Hong Kong) 
be placed on short term deposit in a separate account at 
a rate equal to that payable on the overdraft, and be 
available either for reinvestment or to meet the instalments 
on No. 1962 and other known commitments.” 

Then the following paragraph refers to the receipt of 
fee cable and he says : “ this confirmed, to my mind, that 
the decision taken on the previous day to sell the gilt- 
edged holdings of Jardine Matheson & Co. Ltd., and the 
Jardine Engineering Corporation Ltd. had been correct 
and that it would be right to take the same course in 
respect of the holdings of Indo-China Steam Navigation 
Co. Ltd. at the meeting which was to be held that morn- 
ing. I interpreted the phrase ‘tighter money m Mr. 
Keswick’s cable as meaning higher interest rates . He 
was already firmly of mind feat interest rates were going 
to rise, and the telegram came in and he took it merely 
as confirming his own preconceived view. 

Of course, Mr. Keswick had every reason to suppose 
that this telegram addressed to Mr. Barton would be 
read in feat way, because as he has told the Tribunal, 
he had so many times used these phrases “tight money 
or “ tighter money ” and so on, to Mr. Barton in the 
way in which he has told your Lordship he understood 
it He says he was surprised that Mr. Barton read the 
telegram in that way because he had so often expressed 
his views in those terms to Mr. Barton and Mr. Barton 
would have understood. 

Then there is the letter, and I can deal with feat very 
briefly. The Tribunal may think that if the letter in its 
longer and more detailed form cannot fairly and properly 
be read as indicating an early rise in fee Bank rate then 
it cannot be said fairly that the shorter words in the tele- 
gram could be so read. I invite the Tribunal to read this 
letter as a whole as the recipient would read it, not taking 



a half sentence here and a half sentence there, as has 
been done, but to read the letter as a whole. 

On that the questions which were put by the Chairman 
of the Tribunal to Mr. Cobbold, perhaps provide the best 
guidance as to what the right answer is. It is Day 9, 
page 49, just above letter D, the middle of the question : 
“but that letter, which was a very difficult one clearly 
for him to write, might easily convey, might it not, feat 
the Bank rate was going to be raised? (. A .) I did not 
think so ; I thought the suggestion was rather a different 
one, that the existing policies would be continued. (Q .) 
You did not, but another person, especially a person 
perhaps afraid of what was happening in this country 
and who was at a long distance away, might easily read 
it in a different sense, might he not? (A.) I could not 
say ; they might have done. I should have thought that 
the reasonable presumption was that they would read it 
as I read it, the great majority of people. (Q.) And 
perhaps paraphrasing it — and it is always dangerous to 
do that — if you write and say: ‘I think the Government 
are going to take all measures to prevent a devaluation ’, 
and then convey that one of the measures that they may 
take is such as to produce higher interest rates, it is quite 
impossible to say that somebody might not read that as an 
intimation of a rise in Bank rate? (A.) I would not say 
that, but I do think that the general tenor of feat letter 
was much more to convey a continuation of existing 
measures and possible introduction of some new ones. 
There was a lot of talk about a gradual slide and con» 
tinuing conditions of credit squeeze and dear money. The 
whole tenor of that letter I read to be not giving any 
indication of any suggestion of forceful action. (Q.) I 
am inclined to agree with you, but it was a very difficult 
letter to write. (^4.) I entirely agree with that. (Q.) A 
slight emphasis on one point rather than another might 
give the whole show away. {A.) I agree with feat.” 

The last question is here a hypothetical one, because 
if Mr. William Keswick is right in saying that he did 
not himself anticipate when he wrote that letter that Bank 
rate was likely to rise, then, you may think there was 
no danger or no grave danger that in writing that letter 
he would by the use of one word rather than another 
express a view he did not hold and which he did not 
intend to express. 

If there are no other matters on which I can help 
the Tribunal or on which the Tribunal feel I should 
address them there is only one other matter that I ought 
to mention. I can do it very shortly. The Tribunal will 
appreciate in some degree what Mr. Keswick has been 
through since this matter was raised in the press. I am 
not going to refer fee Tribunal to the details of the 
headlines and the people who do not read beyond the 
headlines, the gossips, the “ smoke-wifeout-fire ” sort of 
people, and the malice and uncharitableness that one 
comes across. The Tribunal will appreciate that Mr. 
Keswick has not found things easy during the last two 
weeks. That was inevitable, no doubt, when this sort of 
investigation was undertaken. But I do ask fee Tribunal 
most earnestly to bear that in mind and I ask the Tri- 
bunal when fee time comes to make their report that they 
will make it clear, so that he who runs may read, that 
Mr. William Keswick is a man who, after this meticulous 
investigation, after this ordeal by fire, has come out with 
his honour untarnished and unstained. 

Chairman : Thank you, Mr. Megaw. 

Mr. Veale : Mr. Megaw, the reference you wanted, I 
think, is on page 54. 

Mr. Megaw : I am very much obliged. 

Mr. Veale: “Mr. Barton has heard me a thousand 
times talking about the tightness of money and the 
importance of liquidity.” 

Mr. Megaw : I am very much obliged. That was 
exactly the passage I had in mind. 

Mr. Scarman : My Lord and members of fee Tribunal, 
I do not feel that my duty requires me to detain the 
Tribunal at any length when putting before it fee few 
submissions that I have to make on behalf of the Royal 
Exchange. In my submission the case of the Royal 
Exchange is really the answer to this question : What was 
in the mind of Mr. Cooper when, after making his recom- 
mendation to fee Treasury Committee and obtaining its 
sanction, he instructed the sale of gilt-edged on that 
Wednesday afternoon? If of course he was actuated in 
his recommendation or in his action by information im- 
properly disclosed to him by Lord Kindersley that would 
be a very serious matter indeed. If on the other hand, 
as I confidently invite the Tribunal to find, he was acting 
upon the basis of his own assessment of the general 
financial condition in the City of London and his own 
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assessment of the requirements for liquid resources at that 
moment of the Royal Exchange then if that be right there 
is, in my submission, nothing whatever left of any case 
against or criticism of the Royal Exchange as an institu- 

It comes to this, as my learned friend :Mr. Megaw 
indicated when addressing your Lordship on behalf of 
Matheson & Co. Ltd.: Does the Tribunal accept Mr. 
Cooper as a witness of truth? Your Lordship and 
members of the Tribunal have seen and heard Mr. Cooper 
in the witness box. You have heard him closely cross- 
examined by the Attorney-General. The Royal Exchange, 
now that this matter has been raised in public, welcome 
the opportunity of subjecting to such a cross-examination 
the official responsible for the action under review. I 
ask your Lordship to say in your Lordship’s report that 
Mr. Cooper came through that proper tout nevertheless 
very severe ordeal with colours flying, and that he is 
entitled and the company that employs him is entitled to 
a finding that he is a witness of truth and that he acted 
with complete propriety on those few days preceding the 
raise in Bank rate. If, as I invite your Lordship to find, 
the Tribunal find that Mr. Cooper was a witness of truth 
then I would respectfully suggest to the Tribunal that 
the following findings may well find a place in the 
Tribunal’s report. 

The first finding that I would ask the Tribunal to 
consider is this, that in making his recommendation to 
the Treasury Committee to sell gilt-edged Mr. Cooper 
was acting upon his own assessment of the general 
position and of Royal Exchange requirements and had 
not received so much as a nod or a wink or a hint of 
any sort of disclosure from Lord Kindersley as to the 
coming raise in the Bank rate. 

My Lord, the second finding — it follows really, of 
course, from the first which I have suggested to your 
Lordship— which I would ask the Tribunal to consider 
writing in its Report is this, that when the Executive 
Committee approved Mr. Cooper’s recommendation to 
sell gilt-edged, Lord Kindersley, who was present, gave 
no hint or other indication to the Committee or to the 
officers of the Royal Exchange present at the Committee 
which could in any way have been interpreted as indicating 
that there was a rise coming in Bank rate. 

If your Lordship and members of the Tribunal should 
think it right, having heard and seen Mr. Cooper, to 
reach those findings or findings to those effects, then it 
would follow that the Royal Exchange is entitled to an 
absolutely unambiguous finding that its Directors and its 
officers have acted in this matter without the least shadow 
of impropriety. 

/My Lord, I do not propose to argue the case for those 
findings, because I know your Lordship has heard the 
evidence and will again be studying the evidence in the 
transcript. There is only one detail of the evidence and 
the proceedings to which I want to address any remarks 
at all. When the Attorney-General opened what might 
be called the City part of this Inquiry he referred to the 
Royal Exchange sale of gilt-edged on the Wednesday as 
“a transaction quite unique in character”. I hope by 
now it has become plain to the Tribunal that the trans- 
action of sale of gilt-edged on that Wednesday, though 
larger in amount than a similar transaction in January, 
1956, was of the same character as that earlier trans- 
action, and of the same character as the sale of equities 
which Mr. Cooper had been effecting during the spring 
and summer of 1957. The character of this sale of gilt- 
edged, the character of those sales of equities, and the 
oharacter of the sale of gilt-edged in January, 1956, was 
one and the same ; they were sales to achieve liquidity. . 

I respectfully suggest to the Tribunal that when in his 
evidence Lord Kindersley described that description of 
the Attorney-General of this sale as “ unique in character ” 
as “ an intolerable suggestion ”, what Lord Kindersley had 
in mind was that, though indeed the sums involved were 
somewhat larger, the transaction was one which a large 
Insurance Company must from time to time make, a 
transaction to achieve liquidity so that it may meet what- 
ever commitments are pending or are in fact due and 
meet them promptly, notwithstanding the fact that the 
Corporation might be entering, as all of us were entering, 
a time of some financial crisis and stringency. 

My Lord, as to the necessity from time to time of a 
Corporation like the Royal Exchange selling to obtain 
liquidity, and as to the wisdom of holding gilt-edged so 
that from time to time liquidity may be rapidly achieved, 
one had of course the corroboration of Mr. Cobbold 
himself when asked toy my learned friend Mr. MacKenna 
about the necessity of a Company like the Royal Exchange 



holding gilt-edged so that it could release the stock and 
obtain liquidity from time to time, and he said Yes, that 
is the purpose of corporations such as the Royal Exchange 
or concerns like Lazards in holding gilt-edged. 

All that, of course, must be viewed against the back- 
ground that one is dealing with a transaction of £849,000 
—that was the market value of the shares sold — by a Cor- 
poration which was holding gilt-edged of the order of 
£2,400,000 and which had a capital of over £80 million. 
In my submission, viewed against that background, this 
transaction of Wednesday, 18th September, was certainly 
not unique in character, that really when all the facts are 
known it is intolerable so to regard it or so to describe it, 
and that the proper view of this matter is that taken by 
Mr. Cooper, that it was a sale for the purpose of liquidity 
and upon an assessment, unguided by any secret informa- 
tion, that he had made of market conditions as they then 
were and of the country’s financial position as it then 
appeared to him. . .... ... 

There is only one other matter with which I wish to 
deal. If the Tribunal is disposed to accept the submission 
that Mr. Cooper was a witness of truth and that the 
explanation put forward by the Royal Exchange of the 
transaction in which it was engaged is the truth, I ask 
your Lordship most unequivocally to say so in your 
Report. Previous speakers have already referred to the 
miseries imposed upon individuals 

Chairman-. You need not labour that, Mr. Scarman. 
Quite naturally, you do not want a finding of “non 
proven ” you want a complete clean bill. 

Mr. Scarman : I do, my Lord. The Royal Exchange 
has a world-wide business. The oddest reports have been 
coming into the Royal Exchange from all over the world. 
To give one example, as a result of the evidence given by 
Mr. Tyrrell, the accountant, and questions put to him, 
somebody from some corner of the world rang up to 
enquire whether his life policy was safe and whether the 
Royal Exchange was still solvent. Those sort of questions 
arise from the publicity as the proceedings continue. I 
am asking, as others have asked, that in your Report 
there should be a finding which shall be so clear that that 
sort of publicity is overtaken and for ever killed. 

Mr. MacKenna: I ask the Tribunal to find that there 
is no justification for any allegation that information about 
Bank rate or about the intended Government measures 
was disclosed by Lord Kindersley to any person ; and I 
ask the Tribunal further to find that there is no justifica- 
tion for any allegation that Lord Kindersley made use of 
information which he had about the Bank rate or the 
intended Government measures for the purpose of his 
private gain or for the purpose of the gain of any of the 
Companies with which he is connected. 

In opening this part of the case, ithe Attorney-General 
pointed out that three Companies with which Lord 
Kindersley was associated sold gilt-edged securities : British 
Match Corporation, the Royal Exchange and Lazards. I 
shall begin with the British Match Corporation, and I 
shall indicate to your Lordships the findings I ask you to 
make about that Corporation’s sales during the relevant 
period. 

The findings are five in number. First, the proposal 
to sell was initiated by Mr. Willis, the Corporation’s 
Secretary, in the ordinary course of his duties. Secondly, 
he made the proposal to the Executive Committee without 
any prior consultation with Lord Kindersley. Thirdly, 
Lord Kindersley took no part in the discussion of the pro- 
posal exeept by asking some questions. Fourthly, there 
were good business reasons unconnected with Bank rate 
for the acceptance of Mr. Willis’s proposal by 'the Direc- 
tors, including Lord Kindersley. Fifthly, in giving his 
consent to the proposal Lord Kindersley made no improper 
use of his knowledge of the impending rise in the Bank 



These five suggested findings are based on the evidence 
of Mr. Willis, Sir Anthony Elkins and of Lord Kindersley. 
The business reason for the sale was that the Corporation 
during the period from the 18th September to the 23rd 
October had in prospect a net outflow of money of £457,000, 
including payments for the purchase of the Bryant & May 
stock of £312,000 odd due on the 30th September. The 
Corporation had the choice of two alternatives only: 
either to borrow the money from the bank or to sell some 
gilt-edged securities. The argument against borrowing 
from the bank was that there was no reasonable prospect 
of the Corporation being able to re-pay the loan. 

All that has been spoken to by Mr. Willis, who has 
told you that he had no prior consultation with Lord 
Kindersley. Mr. Willis’s evidence, which your Lordships 
will find at Day 8, page 48, letter B, that nothing was 
said by Lord Kindersley during the Executive Committee 
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meeting to suggest that the Bank rate was likely to go up 
and that a sale of gilt-edged securities was desirable for 
that reason, is strikingly confirmed by the evidence of Sir 
Anthony Elkins. 

At Day 8, page 50, Sir Anthony Elkins said that he 
and two other Directors who were present at this meeting 
of the Executive Committee of the Match Corporation were 
present at a meeting of Bryant & May’s Directors on the 
18th September. At the meeting of the 18th September — 
that is two days after the Match Corporation’s meeting — 
there was a question whether Bryant & May, who were 
also short of cash, should sell some of their gilt-edged 
securities. It was decided not to sell for the present as 
the money was not immediately required. 

If Lord Kindersley at the earlier meeting of the Match 
Corporation had given any inkling of a change in Bank 
rate impending, one would surely not expect to find Sir 
Anthony and the other Directors who had been present 
when Lord Kindersley was there to have acted as they 
did in the matter of the Bryant & May securities. 

I ask you not to overlook one answer given by Sir 
Anthony at Day 8, page 50. He said there: “As an 
industrial concern we use Government securities as a 
means of holding surplus funds. When we require cash 
we sell.” The sale of gilt-edged securities by an industrial 
concern or a commercial concern or a banking concern 
needs no other explanation than that the Company requires 
cash or needs to be liquid. 

I need say very little about the Royal Exchange, which 
my learned friend Mr. Scarman has covered. I would 
just summarise for your Lordship’s purpose the findings 
I invite you to make there. 

First, the proposal to sell was made by Mr. Cooper in 
the ordinary course of his duties. Secondly, he made the 
proposal without any prior consultation with Lord 
Kindersley. Thirdly, Lord Kindersley took no part in 
the discussion of the proposal; that is the evidence at 
Day 8, page 9, letter D. Fourthly, there were good 
business reasons for the acceptance of the proposal uncon- 
nected with the possibility of a rise in Bank rate. Lastly, 
iu giving his consent to the proposal Lord Kindersley 
made no improper use of his knowledge. These suggested 
findings are based on the evidence of Mr. Cooper, Mr. 
Roberts and Lord Kindersley. 

I stress three points in the evidence about this Corpora- 
tion. First, the evidence of the witnesses establishes that 
Lord Kindersley took the greatest care to avoid any 
occasion for an improper disclosure, even to the point of 
appearing impolite to Mr. Cooper. Your Lordship has the 
evidence on that point of Mr. Cooper at Day 8, page 7, 
letter D ; of Mr. Roberts at Day 8, page 44 ; and of 
Lord Kindersley at Day 8, page 78. 

I ask the Tribunal to bear that evidence in mind when 
it comes to consider the transactions of the third Company, 
Lazards. If you find Lord Kindersley in the affairs of the 
Royal Exchange exercising great care to avoid the occa- 
sion of any improper disclosure, you will not too readily 
assume that he acted improperly in the affairs of Lazards. 

The second point in the Royal Exchange evidence 
which I stress is that Mr. Cooper did not expect a rise in 
Bank rate. His action in advising the Committee that 
they need make no provision for the Vickers loan stock 
which the Royal Exchange was sub-underwriting really 
proves this point. You find that matter dealt with at 
Day 8, page 25. 

Finally, I would remind your Lordships of an answer 
given by Mr. Roberts at Day 8, page 44, letter B. He 
said : “ After all, the proposition we were discussing was 
not the dissipation of, say, £1 million or putting it into 
some doubtful venture in which it might be lost; it was 
merely a question of whether this £1 million should be 
in gilt-edged securities, should .it be in cash, should it be 
in Treasury Bills or discount houses, or what? The money 
was still going to be there.” Your Lordship will bear that 
in mind when considering the evidence of the Managing 
Directors of Lazards, who say they did not consult Lord 
Kindersley about the amount to be sold by their Company. 

I come now to the case of Lazards, free, I hope, from 
the prejudice of any suspicion arising from the fact that 
the British Match Corporation and the Royal Exchange 
also sold gilt-edged securities. Yesterday you heard evi- 
dence that during the few days immediately before the 
19th September three institutions carrying on a similar 
business to Lazards sold gilt-edged securities for the same 
reason as Lazards say that they sold theirs, namely, for 
the purpose of improving their liquidity. 

These three institutions were the Blydenstein Bank, 
about which Mr. Vreede spoke at Day 11, page 23a. The 
second was Guinness, Mahon & Co., about which Mr. 
Pollard spoke at Day 11, page 32. The third was the Swiss 



Bank Corporation, about which Mr. Lorsignol spoke at 
Day 11, pages 43 to 44. He told you that that Corpora- 
tion sold £1 million out of its total gilt-edged securities of 
£2,300,000 to improve its liquidity, which was becoming 
dangerously low during the days immediately before the 
19th September. 

I shall indicate now the findings I ask you to make in 
the case of Lazards. First, Lord Kindersley did not dis- 
close to anyone at Lazards his knowledge of the impend- 
ing change in Bank rate nor of the impending Govern- 
ment measures. Secondly, Lord Kindersley did nothing 
in relation to Lazards’ sale except to express the view at 
the money meeting on the 13 th September that the bank 
was not sufficiently liquid and that it should be made so. 
Thirdly, in offering that opinion Lord Kindersley did 
nothing improper. Lastly, I ask you to find that the 
sale of gilt-edged securities by Lazards was a reasonable 
act, justifiable without any reference to a change in Bank 
rate. 

I take these matters shortly. All the Managing Direc- 
tors called before the Tribunal, including Lord Kindersley, 
agree upon the limited part played by Lord Kindersley in 
this transaction. Their evidence agrees about what he did 
and said at the meeting of the 13th September. Then- 
evidence agrees that after that he did nothing at all. 

The Tribunal has the choice of two alternatives ; either 
to accept the evidence of the five witnesses — Mr. Brand, 
Mr. Macartney-Filgate, Mr. Meinertzhagen, Mr. Marris 
and Lord Kindersley — or to reject their evidence and say 
that all those witnesses have conspired together to deceive 
the Tribunal. There is hardly any other alternative. 

Chairman : They conspired very badly, because they all 
tell different stories. 

Mr. MacKenna: Yes, my Lord, they differ on the detail, 
as one would expect from truthful witnesses. Mr. 
Macartney-Filgate, Mr. Meinertzhagen, Mr. Marris and 
Mr. Brand all gave an account of how it was decided 
without consultation with Lord Kindersley to sell up to 
£2 million of securities. Lord Kindersley himself tells 
you that he was not consulted and first learned of the 
sales after they had been made. If their evidence is 
wrong, it is hardly possible it is wrong by any fault of 
recollection. In this matter of consulting Lord Kindersley, 
it is either the truth that they did not consult him or it is 
deliberately untrue. -I invite the Tribunal to hold that 
the evidence is true. 

Yoif will have formed your own view as to whether 
the gentlemen were truthful witnesses. The first was 
Mr. Brand, and he told you that Mr. Meinertzhagen asked 
him on the Tuesday to authorise the sale and he gave 
his authority without consulting Lord Kindersley. He 
explained why it was that it was he who was asked to 
decide, and he gave that explanation at Day 6, page 61, 
letter C: “The investment side of business is my affair 
and I think the others have always worked to me. . . . As 
far as Bank rate goes, or sterling, or gilt-edged, it is my 
affair and I think the others work to me.” He did not 
regard it as in any way a doubtful decision. “As long 
as you do not sell too little you must be on the right side 
in this kind of position which we were running into.” 
He told you that at Day 6, page 67. 

Lord Kindersley was surely a satisfactory witness whose 
evidence carried conviction to all who heard it. He has 
told you he was not called into any discussion of the 
sales after the 13th September, and that he learned of 
them on the evening of 'the 18th September. You find 
that evidence at Day 8, page 57, letter A. He said he 
would not expect to have been consulted. The three 
Managing Directors who discussed the question in the 
partners’ room on the 16th are all clear that Lord Kinders- 
ley took no part an their discussion. They were asked 
their reasons for not bringing in Lord Kindersley. It does 
not appear to have been a conscious decision of the three. 

The reasons, I think, can be fairly summarised in this 
way. First, it was an investment decision and that is not 
Lord Kindersley’s field. It was suggested that that reason 
•is inconsistent with Lord Kindersley’s presence at the 
money day meeting on the Friday. I suggest that there 
is no inconsistency. Lord Kindersley attends every morn- 
ing meeting, including the Friday meeting when the money 
-position is discussed. Because he took part in the regular 
discussion on Friday, like all the other Managing Direc- 
tors, it does not follow that he must be called in later 
in the week to decide what Steps shall be taken to imple- 
ment the view expressed at the Friday meeting that the 
bank should be made more liquid. 

Another reason given for not consulting Lord Kinders- 
ley was 'that the choice of the actual amount, the deoision 
whether it should be £1 million, £1£ million or £2 
million, was not so momentous a decision that, in spite of 



Printed image digitised by the University of Southampton Library Digitisation Unit 



296 Mr. MacKenna’s Address 20th December 1957 



it being one within the investment field, at was still one 
which Lord Kindersley should have been consulted on. 
Mr. Filgate dealt with that matter at Day 7, page 19, 
letter D. He said: “You are attaching an enormous 
importance to this figure of £2 million. It was not any- 
thing fundamental to us, because the money went straight 
into .the oall money market and earned very nearly as 
much interest .there, if not as much.” That answer of 
Mr. Filgate’s recalls the answer of Mr. Roberts of which 
I reminded your Lordships a few moments ago. 

Lord Kiudersley spoke to the same effect at Day 8, 
page 65, letter C. He said: “There is nothing very 
much in selling a million and a half gilt-edged, you know. 
All you are doing is selling them and getting money.” 
In other words, the decision in relation to a matter of 
this kind is very different from the banker’s decision: 
“Shall I lend a customer £11 million or not?” There 
there may be a real chance of your not getting the money 
back. All they were doing here was ito change the money 
from one form of security to another. 

The third reason given for not consulting Lord Kinders- 
ley was one to which Mr. Brand, Mr. Meinertzhagen and 
Mr. Marris spoke. They said 'they thought another reason 
for not discussing the matter with him was that it might 
have caused him embarrassment as a Director of the Bank 
of England. Mr. Brand’s evidence on that point is at 
Day 6, page 62, letter B : “ If I thought that it was under 
discussion at the Bank of England, and I certainly would 
have thought this thing was under discussion at the Bank 
of England before the 19th, I would not have asked 
him.” Mr. Meinertzhagen’s evidence 'is at Day 7, page 
43, letter C, and Mr. Marris’s at Day 7, page 58, letter D. 
Again, there is no inconsistency between engaging with 
Lord Kindersley in a general discussion about liquidity 
at a meeting regularly held for that purpose on the Friday 
and a reluctance to seek him out on a later occasion and 
ask him how much Lazards should sell, should it be £1 
million, £1| million or £2 million. 

I turn now to consider for a few minutes whether the 
decision to sell up to £2 million worth was a reasonable 
one justifiable on ordinary commercial grounds, without 
reference to any impending rise in Bank rate. The ques- 
tion is relevant in this way : if it appeared that the decision 
was unjustifiable except by reference to the Bank rate, then 
there would be a reason for doubling the veracity of 
those gentlemen who told you that they approved the 
figure of £2 million for other reasons than the expectation 
of a rise in Bank rate. 

Perhaps the best proof that their reasons for approving 
the figure were not the expectation of a rise in Bank 
rate is the fact that they did not sell the full £2 million, 
as they would have done if they had been expecting a 
rise in Bank rate, but only sold £1,450,000 worth. To 
hold out, as they did in the case of the 3 per cent. 
Exchequer stock, for an extra 2s. 6d. or one-eighth of a 
pound really proves that the motive of the sale was not 
an avoidance of a loss through the Bank rate being about 
to rise, for that loss would far exceed 2s. 6d. in each 
£100 ; and if the avoidance of loss through a rise in Bank 
rate was not the motive for the sale, then it must have 
been their belief that the sale was necessary or at least 
desirable up to that figure to improve the bank’s liquidity. 

And so it was. Between the 22nd August and the 12th 
September, £2£ million of deposLters’ money had been 
withdrawn. Although during that period £500,000 of local 
loans bad been recalled and £1 million worth of Govern- 
ment securities sold, the liquidity ratio was still almost at 
its lowest figure, below 41 per cent. , , 

The cause of Lazards’ crisis was the exchange crisis, 
and that crisis was not tending to recover. Mr. Cobbold 
has given you his evidence about the anxiety as to the 
future of the £ on the 16th and 17th September, at 
Day 9, page 35, letter B. 

Should Lazards sell a large sum or a small sum? The 
Directors have given you their reasons for favouring 
the large sum. Mr. Brand says that it is bad for con- 
fidence to be seen selling gilt-edged each week. He told 
you that at Day 6, page 51, letter F. He said : “ It is bad 
business to sell when you are forced to, it is better to sell 
while you are still in control of the situation. It is good ”, 
he said, “ for confidence to keep as large a sum as possible 
present as visible strength in the cal market in a time of 
crisis. Do it property and do not do it by dribs and 
drabs.” Those were the reasons which led him to approve 
the figure of £2 million. No one has been called to say 
that those were not good banking reasons. 

Mr. Macartney-Filgate’s evidence at Day 7, page 5, was 
to the same effeot. He said they should make them- 
selves liquid on a soale which world alow them to get on 



with the rest of their business without coming back to 
these endless discussions. 

It has been said that £2 million was more than was 
sold or recalled to correct the fall in deposits during the 
period from 22nd August to 29th August. That com- 
parison was made by the Attorney-General. £1,500,000 
was raised between the 27th August and the 4th September, 

Is it altogether surprising that the bankers should wish to 
sell up to £2 million when their deposits had fallen in the 
meantime by one-third of a million pounds and sterling 
was losing strength?. It has been said that more was sold 
than need have been sold because deposits on Monday, 
16th September, were higher than they had been on the 
12th September. The bankers gave a short answer to that 
argument. 

Mr. Brand said : “ I do not think that I was aware par- 
ticularly that the tide of foreign deposits appeared to be 
•flowing the other way, and certainly I would not have 
been prepared to alter my plans merely because they were 
flowing.” He told you that at Day 6, page 47. Mr. 
Macartney-Filgale said the same. He said: “On all of 
these dates ”, speaking of the week beginning 16th Sep- 
tember, “I have no recollection of any easing of the 
tension.” We know the pressure on sterling through the 
exchanges was continuing. That evidence is on Day 7 at 
page 22, D. 

The last argument against Lazards in this part of the 
case can be shortly stated and perhaps shortly answered. 

It is said : “ You bought back some of our securities on the 
23rd and 24th September. Therefore you must have had 
some sinister reason for selling so much on the 17th and 
the 18th.” The answer was given by Mr. Brand at Day 6, 
page 54, D. The action of the Government and of the 
Bank of England on the 19th September had removed one 
of the great uncertainties. The reaction of world opinion 
was favourable. The expected fall in Lazard’s deposits 
from the level of £8,157,000 at which they had stood on 
the 12th September had not happened. Instead, de- 
posits had risen to £8,680,000. Call money was standing 
at an unnecessarily high figure. The situation had 
changed. To these considerations Mr. Meinertzhagen 
adds, which is quite obvious from the figures, that the 
price of gilt-edged had now become attractively cheap 
That is all I want to say about the business reasons for 
the transaction. I turn for a few moments to another 
matter, and that is the Vickers issue. Lord Kindersley 
has been criticised for his conduct in the matter of the 
Vickers issue. My learned friend the Attorney-General 
put the point against Lord Kindersley in this way at Day 
6, page 6. He said: “It may be that the Tribunal inay 
think it necessary to consider whether Lord Kindersley’s 
actions were due solely to an altruistic regard for sub- 
underwriters as a class and to avoid bad relations between 
the Bank and underwriters, or whether his conduct was, in 
part, due to his concern for two companies of which he 
was the Chairman, Lazards and the Royal Exchange.” 

It is in my submission utterly wrong to suppose that 
Lord Kindersley was being tempted into impropriety by 
the fear of any heavy loss being suffered by Lazards or 
the Royal Exchange. Let me just remind you of the 
Lazard figures. Lazards had sub-underwritten 50,000 
Ordinary shares and £42,500 of loan stock. A loss of 2s. 
on each of the Ordinary shares would have meant a net 
loss, after taking credit for the sub-underwriting commis- 
sion, of about £3,500. A loss of two points on each unit 
of the loan stock would have meant a gross loss of about 
£850. 

Mr. Brand told you that this sub-underwriting of the 
Vickers issue was a small business for Lazards. Lord 
Bicester has given the figures. The actual losses suffered 
on the Ordinary shares, the present loss for any sub- 
underwriters who have continued to hold the shares, is 
Is. 3d. a share. None of the witnesses called for the 
Bank of England has seen any impropriety whatever in 
what Lord Kindersley did in this matter. Lord Bicester 
was asked about that at Day 6, page 38. He said he 
thought Lord Kindersley’s conduct had been perfectly 
natural. 

Mr. Cobbold, the Governor of the Bank of England, 
clearly saw nothing wrong in what Lord Kindersley did, 
because he himself authorised him to do it. Sir George 
Bolton gave his evidence on the matter at Day 9, page 78. 
He saw nothing wrong. None of these witnesses thought 
Lord Kindersley was acting selfishly in this matter. They 
believed him to be genuinely concerned about the clogging 
of the issue market which would result from the failure 
of this very large issue. They believed him to be genuinely 
concerned about the effect which the raising of the Bank 
rate might have on the relations between the City and 
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the Bank because of the Vickers issue. Why should you 
be asked to take any different view from the gentlemen 
who saw Lord Kindersley at the time and heard him 
expressing his concern about those matters? 

A little time has been taken up in enquiring whether 
Lord Kindersley appreciated before he saw Lord Bicester 
that the underwriting contract had been signed by Morgan 
Grenfell. Lord Kindersley says that he did not. Your 
Lordship will find his evidence about that at Day 8, page 
69. I ask you to accepl that evidence. Even if you 
thought Lord Kindersley’s evidence was wrong, that his 
recollection was mistaken on that point, it is still very 
difficult to see what he did that was improper by discus- 
sing the matter with Lord Bicester and by accepting Lord 
Bicester’s view that nothing could be done. I should not 
have dwelt upon that matter if it had not been made a 
ground of my learned friend’s opening of this part of the 
case by some questions about Lord Kindersley which 
seemed to carry with them the suggestion that Lord 
Kindersley had acted in this matter with some want of 
propriety as a Director of the Bank of England. 

Some of the questions asked of the witnesses appear 
to raise the larger question whether it was desirable that 
the same man should be a Director of Lazards and also a 
Director of the Bank of England. No doubt Lord 
Kindersley would not have been involved in this Inquiry 
if he had not held both offices. He, however, can decide 
for himself •whether the possibility of being unjustly sus- 
pected of .improper conduct is tolerable or not. It would 
be more tolerable, of course, if the result of this Inquiry 
exonerates him from the charges which have been hinted 
at against him. 

Chairman: It goes deeper than that, does it not? It 
is the international aspect of it. It is probably not for 
us, but it is a serious matter that the good name of the 
Bank of England and the City should be preserved abroad. 

Mr. MacKenna : Yes, my Lord. 

Chairman: And an Inquiry of this sort, whatever the 
result, cannot do the credit of those institutions abroad a 
great deal of good. 

Mr. MacKenna: I was taking the matter by stages. I 
thought first I would speak about Lord Kindersley’s 
personal interest in the matter. I have made my submis- 
sion about that. I see that there is as well the public 
interest, and there again your Lordships have the benefit 
of Mr. Cobbold’s evidence. It tells you that there are 
considerations on both sides, great advantages derived 
by the Bank from its association with the Directors of 
other banking institutions and other business houses who 
sit on the Court of the Bank of England. It is a matter 
of weighing advantages against disadvantages. 

Chairman: I ventured to suggest that luckily it is not 
for us to decide. 

Mr. MacKenna: I am happy that your Lordship 
should take that view. Perhaps I might just add this, 
that while there may be disadvantages for Lazards, for 
example, in having a Chairman who is a Director of the 
Bank of England — as Mr. Marris pointed out, they are 
not free to consult him at all times upon all subjects— 
there are equally advantages for such an institution in 
having as their Chairman a man who has the wider 
experience resulting from his Directorship of the Bank of 
England. Nobody would suppose that Lazards were not 
entirely free to decide for themselves whether they would 
buy or sell gilt-edged or carry out any other transaction 
as a banking house, irrespective of the fact that Lord 
Kindersley may happen to be their Chairman and also a 
Director of the Bank of England. 

In conclusion, there is one unfortunate fact for Lazards 
resulting from this Inquiry, and inevitably resulting from 
it, that is, that we have been compelled to disclose the 
figures of our losses of deposits and that those figures, 
given great publicity, may affect the confidence of foreign 
depositors. It is, I hope, legitimate for me to point out 
before I sit down the strength of Lazards’ position. If 
you look at Document E.6A (I do not ask your Lord- 
ships to look at it now) you see that the assets of the 
Bank, its call money, bills, loans, and gilt-edged invest- 
ments, always exceeded the figure of deposits. That was 
so throughout the crisis. The depositor was well protected 
even when the crisis was at its height. 

Unless there is some point your Lordship wishes to 
question me about, that concludes what I want to say. 

Chairman : Mr. Cross, do you want to add anything? 

Mr. Cross: I will, if I may, add a few words. First, 

I would say something on the position of the members of 
the Court of the Bank other than Lord Kindersley and 



Mr- Keswick and of the members of the stall of the Bank, 
who necessarily in the course of their duties were told 
of the proposed increase in the Bank rate. 

You have heard evidence from the Governor and the 
Deputy Governor and from three ol' the other Directors, 
Lord Bicester, Sir George Bolton and Mr. Stevens, and 
you have had statements from all the other Directors. 
You have heard evidence from Mr. Dascombe, the Secre- 
tary. and you have statements from all the other members 
of the stall in question. All those people say that they 
made no improper disclosure or use of their knowledge 
of the proposed increase in Bank rate. That is only what 
one would expect from Directors and members of the staff 
of the Bank of England. There is not a shred of evidence 
which has been produced which suggests that any of those 
people are not telling the truth. 

I might remind your Lordship that Mr. Ellis, the Finan- 
cial Editor of the Daily Express, in an article written on 
the 2nd October, wrote that it was suggested in the City 
that information as to the increase seeped out of the Bank 
of England. That is at Day 2, page 4. When he gave 
evidence he said that he was given information about that 
by his assistant Mr. Dale, and knew nothing about it him- 
self. When Mr. Dale was called and came to give 
evidence, he disclaimed any knowledge of the matter what- 
ever (Day 2, page 14). That evidence certainly throws a 
flood of light on the way in which financial articles are 
composed in the offices of the Daily Express, but I sub- 
mit to you that it docs not assist you in any way, and 
really has no value for your purposes. 

With iregard to the cases of Lord Kindersley and Mr. 
Keswick, of course, you have heard submissions with 
regard to them from Mr. Megaw and Mr. MacKenna, 
and I had hoped, and I would very much have preferred 
.not to have to say anything on those matters at all. 
But it is a fact that in the course of his examination of 
the Governor, the Attorney-General did at moments 
appear to be critical of the way in which the Governor 
had investigated those three cases and reported on them 
to the Prime Minister. 1 feel that this obliges me to say, 
quite briefly, something about these cases from the point 
of view of the Governor. 

Chairman : Personally, I should welcome it. 

Mr. Cross: My first submission is that the Governor 
took great pains to get at the facts. Take first the case 
of Lazards. There the Governor obtained a statement 
signed by the Managing Directors, other than Lord 
Kindersley, to the effect that they knew nothing of his 
intention to raise the Bank rate when they decided on the 
sales. Why should the Governor have supposed that all 
the Managing Directors of Lazards were in a conspiracy 
to deceive him on that point? Surely he was entitled to 
accept, that statement, especially as from his knowledge of 
the internal management of Lazards there was nothing 
in the least surprising in the fact that Lord Kindersley 
was not a party to the decision to sell up to £2,000,000, 
because he knew that that side of the business was in the 
hands of Mr. Brand. 

Again, so far as the amounts went, in view of the very 
critical situation and the attack on the £ and the with- 
drawal of deposits, all of which he was told, there was 
nothing at all surprising in the amounts. 

Then come to the Royal Exchange. There again lire 
Governor did not rely only on Lord Kindersley’s word. 
He had before him the statement signed by Mr. Cooper 
and by the other Directors of the Royal Exchange, 
showing that the decision to sell was taken on the recom- 
mendation of Mr. Cooper and showing the amount sold 
and the estimated liabilities. There again, in view of the 
very critical situation, there was in the Governor’s opinion 
nothing in the least surprising about that transaction with 
regard to character or amount. 

Then come finally to the case of Mr. Keswick. There, 
in my submission, the Governor had before him the vital 
facts. He saw Mr. Keswick’s file. He knew that the 
initiative in the matter had not started from Mr. Keswick’s 
side, but had come from Mr. Barton’s side, and that Mr. 
Keswick was being asked and pressed to give advice. He 
knew from the Deputy Governor exactly what Mr. 
Keswick had been told with regard to any possible increase 
in the Bank rate at the time or previous to the time when 
he wrote his letter and his telegram, and he had before 
him, of course, copies of the letter and the telegram. 
Those, in my submission, were the vital facts about the 
Keswick matter. 

So far as it is a question of the interpretation of the 
letter and telegram, I respectfully submit that the 
Governor’s interpretation is to be preferred to that sug- 
gested by the Attorney-General when it is a question of 



Printed image digitised by the University of Southampton Library Digitisation Unit 



298 Mr. Cross’s Address 

what “ tighter money ” meant. In my submission, there 
again the Governor had before him all the relevant facts. 

It is true that on those three cases a vast deal of evidence 
has been given which was not before the Governor, but 
in my submission the Governor had before him the 
essential facts in each case, and was fully justified in 
answering as he did the question 1 pul to him, which was : 

“ Supposing you had had the advantage of knowing at the 
time all that you now do know about these cases, would 
you have come to a different conclusion? In^ my sub- 
mission he was entitled to answer as he did : “ 1 should 
have decided exactly as 1 did.” 

There were two other criticisms the Attorney-General 
made of the Governor. The first was a matter 
Mr. MacKcnna has dealt with, the propriety ol the 
Governor allowing Lord Kindersley to discuss the question 
of the Vickers issue with Lord Bicester. 1 for myself have 
never been able to understand the basis of that criticism. 

That, of course, is not a matter of much importance. What 
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rumours about the Royal Exchange and Lord Kindersley, 
or at least that the Governor was aware of that fact. Your 
Lordship will remember when he said he first heard about 
the Royal Exchange. 

Chairman : He certainly did not get much information 
front the Chairman of the Stock Exchange ; 1 agree with 
that. 

Mr. Cross : On the specific point of the Royal Exchange, 
the Governor’s evidence was that he first heard of that 
on the evening of the 25lh after he had given the second 
memorandum to .the Financial Secretary. Having heard 
of that, he, on the morning of the 26th, telephoned to 
Lord Kindersley and asked him to come and see him, 1 
think at his fiat, early in the morning, and Lord 
Kindersley then told him the position, and volunteered 
the information about hazards, which the Governor had 
never heard about before at all. Because of what Lord 
Kindersley told him, the Governor then asked Lord 
Kindersley to give him the statement with regard to the 
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your concern as to the repercussions 
the Bank rate on Thursday may have on the relations 
between the City and the Bank having regard to the 
Vickers issue. I do not think in fact you will be able 
to do anything about it, it is loo late, but by all means 
go and talk to Lord Bicester about it.” What can have 
been improper in that? , , , , 

The only other criticism I think that was made ol the 
Governor was as to the terms of his letter to the Prime 
Minister. It was suggested that lie should have mentioned 
the amounts of the sales. With great respect, there is 
no magic in amounts of sales taken by themselves, 
divorced from the < 
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nothing in the terms of this letter which is open to 
criticism. . 

There is no reason to suppose that it he had put in the 
amounts involved here that in itself would have had any 
effect on the Prime Minister. Surely the Prime Ministers 
reaction would have been : “ What I want to know is 
that you are satisfied about it.” I do submit that there, 
us in the other cases of criticism, there really is no 
validity in them at all. Of course the Tribunal will re- 
member that with regard to the matters dealt with in 
paragraph 1 of the letter the Financial Secretary had 
expressly said (that appears in the second part of the para- 
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in that.” It is the ernphsu- . 

Mr. Cross: With respect, 1 submit that is not a fait 
reading of the letter. Surely in the first paragraph he was 
dealing with the matter which he was asked to go into by 
the Finanoial Secretary, the question whether there was 
any evidence of a leakage about the intention to raise 
the Bank rate. That is paragraph 1. That is the matter 
upon which he had given two memoranda to the Financial 
Secretary. Then he deals in quite a different paragraph, 
and, in my submission, not seeking in any way to make 
it appear less important, with the information that he 
has had about these transactions. In my submission, there 
is nothing in the form of this letter which suggests that 
what has been said in paragraph 2 is not as important us 
what has been said in paragraph 1. Surely the three points 
the Governor was concerned to make to the l rime 
Minister were these. He wanted to draw his attention to 
the fact that in three cases corporations m which Directors 
of the Bank of England were concerned had sold gilt- 
edged in the relevant period. Secondly, he wanted to 
point out to the Prime Minister that he had investigated 
that and was himself satisfied as to the propriety of those 
transactions. Thirdly, he said that details were availab c, 
and those details would, of course, include the amounts, 
but if I may repeat myself, there is no magic in amounts 
divorced from the circumstances. There is no reason to 
suppose that if the Prime Minister had been told the 
amounts, if the Governor had added in paragraph 2: 
“ The amounts involved are 4-i-million pounds, or what- 
ever the figure was . . ... 

Chairman: Supposing he had said: I am horriliea. 

I have just discovered that certain names are being bandied 
about the City. Everybody is talking about the Royal 
Exchange, and Lord Kindersley’s name is being coupled 
with it. I have found that deals of over a million have 
been taking place. I personally am satisfied that there 
is nothing in it,” it puts a different complexion on the 
whole thing, does it not? 

Mr. Cross: With great respect, that surely was not the 
position. I do not think the City was at that time full of 



may sometimes be placed by reason of their possession of 
confidential information acquired as Directors of the Bank, 
any change should be made in the present constitution of 
the Court. That is a matter which, of course, lies outside, 
in my submission, the terms of your reference, and it may 
well be that you would not attempt to make any pro- 
nouncement, or would not feel that you were in a posi- 
tion to make any pronouncement upon it. But it and so 
far as you do feel that you can and ought to do so, then 
no doubt you will bear in mind what the Governor has 
said in his memorandum and the answers which he gave 
io the questions put to him by the Attorney-General 
and by the members of the Tribunal. 

In that connection I would particularly submit that the 
suggestion which was canvasscd—I forget whether it was 
started by the Attorney-General ; I think at was the 
Attorney-General who suggested it— that the City mcn 
should not be Directors of the Bank but should be 

r^Attoi-ney-General: No, I did not suggest that. 

Mr. Cross: I am sorry. But that suggestion was can- 
vassed. That really would make the worst of both worlds 
and be a quite unacceptable half-way house, because it 
they were advisers, the idea of having them as advisers 
and not Directors would presumably be that they were 
not .in an embarrassing position and free to use any in- 
formation they might glean. But at the same Ume Mr. 
Cobbold said— and I submit there is great force in this 
that it would be impossible to get any useful advice _from 
them on the question of a rise m Bank rate 
ticular date and what repercussions it would have, without 
in effect disclosing to them the intentions of the Bank. 
So that really that solution would be making J hc 
of both worlds. Really one must face it : Theri ; are only 
two possible solutions, either the present system or a 
system which cut off the Bank from City life and close 

TiTonclu sion .^perhaps I might remind your Lordship 
and the members of the Tribunal of something that arises 
out of the final remarks of the Governor, which appear 
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at the end of his evidence at Day 9, page 53. He said that 
he had been profoundly disturbed by the effect which the 
rumours about these matters had around the world. He 
said he thought they had caused prejudice to the financial 
reputation of London and so to the national credit, and 
“ Where there are justifiable suspicions they must, of course, 
be thoroughly investigated, and without regard to any of 
the personalities involved. I am quite certain that no 
member of the Court of Directors of the Bank of Eng- 
land, nor any member of the staff of the Bank of Eng- 
land would suggest otherwise. But if you should conclude, 
my Lord, that these rumours are baseless, I do earnestly 
hope that the final result of this Tribunal may be not only 
to maintain, but actually to enhance, the reputation of 
London for financial integrity.” 

Chairman : I do not think you need stress that, Mr. 
Cross. We are all fully conscious of that. 

Mr. Cross : I am sure you are all fully conscious of that 
aspect of the matter. I have nothing else to add. 

Chairman : Thank you, Mr. Cross. Yes, Mr. Attorney. 

The Attorney-General : My Lord, it falls now to me 
to make the final speech to this Tribunal. Having said 
so much in the course of the hearing there is not very 
much that I desire to submit to the Tribunal now at the 
conclusion of these proceedings. I would, if I might, 
just like to pick up a point that my learned friend Mr. 
Cross made with regard to suggestions that were put for- 
ward to Mr. Cobbold as to possible rearrangement of the 
Bank of England. I interrupted when he sought to put 
upon me the responsibility for the suggestion that the 
part-time Directors should cease to be Directors and 
should merely become advisers. As he went on it seemed 
to me that he had not fully appreciated the suggestion I 
was putting forward. I do not want to elaborate it now, 
but it was, of course, not a suggestion that involved that 
the part-time Directors would cease to be Directors of 
the Bank of England. 

Now, I do not conceive it to be my duty to submit that 
you should take any particular view of the evidence that 
you have heard, nor do I conceive it my duty to seek to 
persuade the Tribunal to come to any particular conclu- 
sion, and I am not going to make any submissions with 
regard to the position of Directors of the Bank of Eng- 
land generally. I am not going to follow the course that 
so many of my learned friends have followed, of pro- 
posing findings. I had not really intended to say any more, 
but I think that in view of what has been said here to-day 
I should make observations on two matters, one, that 
which my learned friend Mr. Cross has just referred to, 
and the other something that my learned friend Mr. 
Megaw referred to. „ , , 

The matter to which I ought to refer which was referred 
to by Mr. Cross was in relation to the letter written by 
the Governor of the Bank of England to the Prune 
Minister on the 27th September. The comment to be 
made on that letter is not merely that it did not contain 
any indication of the total amount involved, but also that 
it did not contain any reference to the world famous 
companies which were involved, and the well known 
Directors of the Bank of England who were connected 
with those companies. . . Wn _ in 

It is those matters together which have to be borne in 
mind, and also the arrangement of that letter. It is not 
for me to say, but the Tribunal might take the view that 
the arrangement of that letter was such as to i make it 
appear, whether intentionally or accidentally, that really 
these City transactions were of a very minor character and 
capable of adequate investigation by the . Governor _of the 
Bank of England in one day; whereas if the fi gures the 
totals, not the details, involved, the names ot the com- 
panies, the names of the directors had been disc osed 
by the Governor of the Bank; of England in a secret letter 
to the Prime Minister it might be— I do not toow— that at 
that time it would have been considered that some more 
extensive enquiry was desmble m the udereste of all 
those concerned than that which the Governor ot the 
Bank of England was able to conduct himsclh 

That is all that I desire to say upon that matter But 

1 do want to say something with regard to what I m y 
call the Keswick case. My learned friend Mr. Megaw 

2 SJSTSSi saw it, what I gather he regarded as 
the case that' might be advanced against Mr. Kuwick. As 
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considered on the evidence before you. 



One starts with the letter of the 3rd September, Exhibit 
D, from Mr. Barton. It is a letter not demanding an 
immediate reply, but, as Mr. Barton says, sent because he 
wanted to let Tony Keswick know the way his mind was 
working. That was received in London on the 6th 
September. Then there is the letter written in the aero- 
plane of the 5th September to John, where he says, “ My 
•only worry on leaving is the fear of devaluation.” Then 
he goes on to say, “ I would be grateful if Tony and you 
would let me have your recommendations so that I can 
take whatever action may be necessary when I return, 
as naturally I do not want to miss the bus in the firm’s 
gilts.” 

That deals with 3rd and 5th September. Then there is 
the meeting in Scotland between the two brothers. I am 
not going to take up time by contrasting the evidence of 
Mr. John Keswick with that of Mr. William Keswick as 
to what occurred in Scotland. Mr. William Keswick, 
referring to it on page 45 of Day 5, does say that he was 
“ badgered by requests and talks with my brother about 
whether we should sell, or whether we should not sell”. 

Then on the 16th Mr. William Keswick is in his office, 
and he drafts the letter and the telegram. The first 
question that may arise for your consideration is: Why 
the telegram when all the other correspondence about this 
had been by letter, when there was no request for an 
answer by telegram unless one can imply a request from 
the observation about missing the bus? 

However that may be, in my submission it is clear that 
if that telegram had been sent off that morning before 
the lunch no questions such as have arisen here for con- 
sideration would have arisen at all. Then there is the 
lunch. Mr. Keswick does not go back to his office that 
afternoon. He says the instructions he gave were that the 
telegram should be held up so that his brother could see 
the terms of it, although, of course, the brother would 
not see the terms of the letter before it was despatched, 
and the letter, of course, would not have arrived before 
the Thursday or in sufficient time for instructions to come 
back from Hong Kong to have been effective before the 
Thursday. But the copy of the letter is retained for the 
brother to see; the telegram is held up until after the 
lunch. 

Then, despite the non return of his brother, instructions 
are given for that telegram to be sent off on the Tuesday 
morning. One question which of course has to be con- 
sidered is this: having heard the evidence, is it really 
credible that Mr. William Keswick did not know that his 
brother was not returning on the Monday or on the 
Tuesday? Were the sleepers to travel south that night 
cancelled by his brother before he ever went to Scotland 
on the 12th September? But, the instructions having 
been to keep the telegram until his brother had seen it, 
the vital question in this case is : What led to those instruc- 
tions being reversed and instructions being given by Mr. 
William Keswick for that .telegram to be sent off? 

There was at one time a suggestion that there would 
be some likelihood of suspicion if instructions were given 
by Mr. Keswick in relation to that telegram after that 
lunch. But n fact that telegram, as I understand it, would 
not have been despatched in the ordinary way in view of 
the instructions relating to it until Mr. John Keswick had 
seen it, and there would not have been any need, if they 
had been adhered to, for Mr. William Keswick to give any 
further instructions about it. But in fact he gave instruc- 
tions, and it was sent off on the morning of the Tuesday. 

I think I ought to draw your Lordship’s attention to Mr. 
Keswick’s answers about this at Day 5, page 49, letter C. 
I asked him: “ (Q.) It was now the 17th. (A.) Yes. 

(g.) Apart from the possibility of the Bank rate being raised 
on Thursday would it have mattered if the telegram had 
been delayed a further day? (A.) I do not think it would 
have mattered but if you remember the circumstances of 
the situation at that time and the request was ‘ What about 
devaluation?’, and I should have thought we were very 
near devaluation, therefore it did matter.” 

On that Tuesday morning, when those instructions were 
given, Mr. William Keswick, did know that measures were 
under contemplation including the possibility of a 
swingeing rise in interest rates. He had known that that 
step was under consideration since the day when he re- 
ceived the letter from Mr. Mynors which he had been 
asked to tear up earlier in September. On that Monday, 
his first visit back to the City, he heard about the serious- 
ness of the situation, the possibility of a swingeing rise in 
interest rates. It is not really possible, is it— it is a 
question one has to consider here — that the prospect of 
devaluation would make it necessary for him to alter the 
instructions he had given before lunch on Monday to 
instructions to despatch the telegram on the Tuesday? 
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I am not aware that there is any rule about Thursday 
being the day on which devaluation takes place. It is, 
of course, well known to be the day for the change ot the 
Bank rate. As Mr. Keswick goes on to make clear at 
letter E on page 49 of Day 5 : “ (Q.) Sending that tele- 
gram off at 11 o’clock on the Tuesday was sending it oil, 
was it not, at about the last moment if it was to reach 
Hong Kong, be considered in Hong Kong and have a 
reply sent to you telling you to sell and for the sale to be 
effective before Thursday? (X.) No, I think they have 
gone at any time up to 5 o’clock our time, which would 
have got there the same night and would have been on 
his desk at 9 o’clock the following morning. (Q.) 1 take 
that from you ; you are more familiar with the times than 
I am. (A.) I think that is correct. (Q.) But it would have 
to be sent that day? (A.) It would have to be sent that day. 
(0-) And you assumed when your brother was not there 
by 11. that he would not be in that day? (A.) I assumed 
he would not be in, yes.” 

Then I asked him : “ When you sent that telegram had 
you considered that point? (A.) That my brother would 
not be in? 02.) No, about the opportunity of dealing, if 
they wished, before the Thursday? (A.) No, I had not.” 

I think a little later on Mr. Keswick did say in evidence 
that having sent the telegram he expected to receive 
instructions to sell and to be able to effect the sale of 
what he was instructed to sell before the Thursday. That 
is really how the case falls to be considered in relation 
to Mr. Keswick. It is also, perhaps, right that 1 should 
remind your Lordships that when he was asked by my 
learned friend, Mr. Cross, about what he had said to 
Mr Mynors, he admitted that he had not given the right 
figure to Mr. Mynors. That is on Day 5 at page 63. 

I do not think I need make any reference to anything 
more my learned friends have said, and I have only 
referred to these matters, I do desire to emphasise, not in 
any way in an endeavour to seek to influence your judge- 
' ment on the evidence you have heard, but so that the 
case as it falls to be considered should be clearly 
visualised, for I am not here cither as a prosecutor or to 
defend anyone, it has been our object and our only 
object to press and to probe by cross-examination in order 
to establish the truth. It is, in my submission, one of the 
signal features of the administration of justice in this 
country that, under our system, no matter how strongly, 
how persistently, an innocent man may be cross-examined, 
his innocence will become more and more apparent, 
clearer and clearer and more and more convincing the 
longer that cross-examination continues. 

We have dealt with all the rumours that were appar- 
ently current in the City of London. We have sought to 
find out what basis, if any, there was for them. We have 
considered all the relevant reports .in the Press. We have 
sought to find out what basis there was for them. I 
would submit that there has been a complete and thorough 
investigation, not only of those matters, but of all other 
information which has any relevance to the terms of refer- 
ence of this Tribunal, no matter from what source it has 
come. , 

Now, my Lord, so far as we can complete them, our 
labours are complete, and I would in conclusion, if I 
might, just like to say this. Not only have 110 witnesses 
been called before you, but also a further 140 statements 
have been taken from other people. My learned friend, 
Mr. Winn, says that the figures are even higher than that ; 
he may well be right, but those are the figures I obtained. 



I would like to conclude by paying a tribute not only to 
my learned friends, whose assistance to me has been 
absolutely invaluable, but I would also like, if I might, 
to pay a tribute to the Treasury Solicitor and his assistants 
who have worked, as 1 know, indefatigably and most 
efficiently. It is true to say that without their help it 
would not have been possible to present these matters to 
the Tribunal in the way that we have been able to do so. 

Chairman : Thank you, Mr. Attorney. 

Mr. Megaw: My Lord, may I say one thing? Is it 
fair, is it proper, that when in addressing the Tribunal 
1 have said to the Tribunal that 1 am prepared to and 
would be glad to go into any particular facets of the 
evidence on the matters that concern me, I have no 
indication whatever that the Attorney-General is propos- 
ing to take bits and pieces and snippets of the evidence 
that has been given and put them before the Tribunal 
with questions such as: “Is it credible?” and so forth at 
the end of the day? The Attorney-General, in his speech, 
asks: “Why did Mr. Keswick send the telegram?” and 
that was not even pul to Mr. William Keswick in cross- 
examination. The answer is very obvious — but it was not 
put to him. Then we go on, a piece of evidence here 
and a piece there and not the evidence as a whole. In 
my respectful submission, something has gone wrong. 

Chairman : Mr. Megaw, 1 do not want there to be any 
misunderstanding about this. I think, and I think I speak 
for my colleagues here in saying this, .that you have fully 
covered the ground. Mr. Attorney, on the other hand, 
is only doing his duty in pointing out passages of the 
evidence. If there is anything more that you wish to add 
we will gladly listen, but, speaking for myself, I think 
the ground has been covered on both sides. 

The Attorney-General: I would only add this, if I 
might. I had not, as I said, proposed to say anything 
about that case initially, but I thought it my duty to put 
it in that way, and I should not have raised the slightest 
objection if my learned Friend had wished to add any- 
thing or if your Lordship had wished to hear it. I hope 
my learned friend docs not think I have sought to take 
any unfair advantage of him ; that has certainly not been 
my desire in any respect. 

Chairman : Mr. Attorney, I think the time has now 
come to adjourn — and I say “ adjourn ” advisedly, because 
in theory at any rate, though 1 hope it will not arise, we 
shall at any time before our report, come together again, 
should it be necessary, in the light of any new evidence. 
I certainly do not contemplate that, but I say “ adjourn ” 
deliberately. 

Secondly, 1 would like to thank you, Mr. Attorney, 
and all members of the Bar, for the way in which this 
has been conducted. I would like to single out, of 
course, Mr. Attorney, Mr. Winn and Mr. Donaldson, who 
have borne the brunt of this affair, but I am very con- 
scious that those attending— I was going to say on the 
other side of the House— on the other side of the gang- 
way have assisted the proceedings by asking not one 
question too many. 

I should also like to join with what Mr. Attorney said 
about the Treasury Solicitor and his staff. I think we 
here are fully conscious of the enormous labour that has 
been put upon them and the long hours of work that have 
been involved, and, with it all, when anyone has wanted 
further information, it has always been obtained, almost 
at a moment’s notice. I think we are indebted to them. 



C Adjourned sine die.) 
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